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PREFACE^S" 

This  little  book  of  problems  and  exercises  has  been  prepared  especially 
to  supply  students  in  Chinese  colleges  with  a  convenient  "laboratory" 
manual  and  discipline  in  elementary  economics.  It  is  intended  to  supple- 
ment any  general  text  and  assigned  readings  in  the  principles  of  economics. 
It  seeks  to  stimulate  wider  interest  in  the  subject,  to  provide  the  instructor  a 
means  of  testing  the  student's  knowledge  and  understanding  of  the  subject 
matter,  to  furnish  a  basis  for  class-room  discussion  and  independent  investi- 
gation, and  to  make  real  the  laws  of  economics  in  every-day  life.  The  ar- 
rangement of  material  follows  that  presented  in  the  introductory  course  offered 
at  the  Canton  Christian  College,  and  is  supplementary  to  the  author's 
Essentials  of  Economics  (Shanghai,  1914). 

It  is  suggested  that  students,  before  coming  to  the  quiz  session,  prepare 
concise,  written  answers  to  the  exercises,  based  upon  preliminary  reading, 
personal  experience  and  individual  judgment.  These  answers  may  serve  as 
the  basis  for  general  discussion,  after  which  they  should  be  revised  and 
written  into  the  note-book.  The  exercises  should  be  handed  in  to  the 
instructor  periodically  for  criticism  and  correction. 

Teachers  may  find  it  desirable  to  modify  the  problems,  or  to  insert 
new  ones,  to  meet  special  needs  and  to  furnish  local  illustration. 

For  suggestions  and  adaptations,  acknowledgments  are  due  to  a  number 
of  standard  collections  of  economic  problems,  chief  among  which  are  the 
University  of  Chicago  Outllnis  of  Economics,  Putnam's  Practice  Problems  In 
Economics,  Urdahl's  Elementary  Economics  Manual,  Day  and  Davis'  Questions  on 
the  Principles  of  Economics,  Hayes'  Problems  and  Exercises  In  Ecoiiomlcs,  the  'iiX.7\.n- 
iorA\]n\ve.ri,\tY  Outline  of  Elementary  Economics,  Fisher's  Suggested  Problems  for 
Use  -with  Elementary  Principles  of  Economics,  and  the  questions  in  the  texts  of 
Ely,  Fetter,  Neirin^  and  Watson,  Laiighlin,  and  others.  The  greatest  in- 
spiration and  suggestion,  however,  has  come  from  the  lively  interest  and 
criticism  of  students  in  economics  at  the  Canton  Christian  College. 

K.  D. 

Canton,  China 
January  1918 


Table    of    Contents 


I.   Introductory  Survey  ok  Economics 

A.  Position  and  Scope  of  Economics 

B.  i\lethodolo{ry  in  Economics 

C.  Subject  Matter  of  Economics  - 

1).    Eundamental  Economic  Institutions 
E.    Eundamental  Definitions  and  Concepts 
II.    HicoNOMic  Consumption 
111.    Iaonomic  Production  _         .         . 

A.    Eand  and  Natural  Agents 

1.  I>aii(l  and  its  Function  in  Piodnctinn 

2.  Conservation  of  Nat\iral  Itesonroos 

n.    Lahor       -         - 

1.  Produftivity  and  P>fii(ienov  of  Ijabor 

2.  Supply  of  Lalior  and  Principle  of  Population 

C.    Capital    ---.-. 
1).    Business  .         .         .         . 

1.  Function  of  the  Entrepreneur 

2.  Forms  of  Business  Organization 

I\'.    Exchange 

A.  Exchange,  Markets,  and  Price 

B.  Price  Determinants         -         _         -         . 
\'.    Distribution 

A.  Problem  of  Distribution  -         -  -         . 

B.  Rent 

C.  Wages    ------. 

1.  Wage  Tlie  >ries 

2.  Wage  Increase  and  Keforin 

D.  Interest  -  .         .         . 

E.  Profits  ----- 
E.    Reform  of  the  Distributi\e  System    - 

\'I.   Some  Economic  Problems 

A.  The  Single    lax       -  -  .  .  . 

B.  Socialism  -  -  -  -  . 

1.  P.asis,  Program,  and  Ideal  of  Socialism 

2.  History  of  Socialist  A<tivity 

3.  Criticism  of  the  Socialist  Program 

C     Money  and  Currency       -  -  . 

1.  Nature  and  Function  of  Money 

2.  Monetary  ]{eform  in  Cliina 

D     I>arge  Scale  Production    -  -  -  . 

1.  l>arge  Scale  l*roduclion 

2,  Monopolies 

E.    Public  Einance  and   1  axafion     - 


Paf^e 
I 

4 

6 

9 
12 
14 

18 


21 

24 


27 
29 

32 
33 
36 


41 
45 
49 

51 

55 


58 
65 
69 


4n34']l 


I.   INTRODUCTORY  SURVEY  OF  ECONOMICS 


A.  Position  and  Scope  of  Economics 

1.  Auguste  Comte,  the  French  philosopher,  sought  to  arrange  the  urcat 
fundamental  sciences  in  the  order  of  decreasing  generalily  and  inrrrasin;^ 
cornplcxky.       His  list,  as  modihed  by  H.  Spencer  and  L.  F.  Ward,  follows: 

1.  Astronomy  (most  general  but  least  complex) 

2.  Physics 

'6.    Chemistry 

4.  Biology 

5.  Psychology 

tj.    Sociology  (least  general  hut  most  complex) 

(a)  Under  which  of  chese  should  economics  be  assigned? 

Why? 

(b)  What  are  some  of  the  other    'social  sciences' '  ? 

(cj      What  is  the  (^x^cr^ncthtiWiian  sociology  ^luAz  social  science} 

2.  What  is  the  scope  of  economics? 

3.  Distinguish  between  a  science  and  an  art.  Is  economics  a  true 
science  ?     Why  V 

4.  Discuss  the  relationship  of  economics  (a)  to  sociology  end  [h)  to 
at  least  five  other  social  sciences. 

5.  Does  economics  have  any  relation  to  the  sciences  of  psychology  and 
biology?  To  geography?  To  physics  and  chemistry?  Show  how  related 
in  each  case. 

6.  What  is  meant  by  "economic  determinism"?  Does  nature  control 
man  or  does  man  control  nature? 

7.  Does  economics  have  special  sciences  or  topics  of  investigation 
founded  particularly  upon  it?  Name  at  least  ten  which  are  usually  referred 
to  economics. 

8.  Take  a  catalog  of  one  of  the  larger  American  uni\ersities  (such  as 
Harvard,  Chicago,  Wisconsin,  Columbia,  etc.)  and  make  a  list  of  the  courses 
listed  under  economics  or  political  economy.  Does  the  list  seem  to  \ou  tt)  include 
many  subjects  ? 
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9.  Why  do  we  consider  it  important  to  make  a  studv  of  general  econo- 
mics before  studying  the  special  economic  sciences  or  the  practical  problems 
of  economics?  Why  not  begin  our  study  of  economics  by  taking  up  at  once 
sach  practical  topics  as  taxation,  wage  reform,  insurance,  etc.  ? 

10.  Distinguish  between  "pure  economics"  and  "applied  economics". 

11.  Has  the  opening  of  China  to  the  commercial  world  made  the  study 
of  economics  more  important?     Why? 

12.  What  is  your  main  purpose  in  studying  economics? 

13.  Of  what  value  to  the  world  is  the  study  of  economics? 

B.  Methodology  in  Economics 

1.  Describe  the  general  method  we  should  use  in  making  a  study  of  any 
scientific  phenomena.      Is  this  a  logical  method? 

2.  What  is  the  a  priori  method  ? 

3.  What  was  meant  by  the  "economic  man"  as  the  term  was  used  in 
the  writings  of  the  earlier  English  economists?  Did  they  employ  the  a  priori 
method  ? 

4.  What  is  the  historical  method  ?  When  and  where  was  it  most  com- 
pletely developed?  Show  its  advantages  over  the  method  of  "reasoning  from 
assumed  premises". 

5.  What  is  the  j/^//V//<ra/ method  ?  What  are  its  most  obvious  advan- 
tages and  disadvantages? 

6.  On  the  whole,  what  method  would  you  suppose  is  best  adapted  to 
economic  study? 

7.  Should  our  attitude  toward  economic  questions  be  a  sympathetic  one  ? 
Why?  Should  we  ever  let  our  sympathies  bias  our  judgment  or  hinder  the 
search  for  truth  ? 

8.  V^\\-iX\%  constructive  research^.  (Sec  Commons,  Labor  and  Adminis- 
tration, ch.  w). 


(2) 


tcono. 
itonce 

le  study 


lUtlllfl 


bptedto 


etc  OK 


C.  Subject  Matter  of  Economics 

1.  Which  of  the  following  activities  would  you,  in  the  main,  character- 
ize as  economic:  (a)  the  making  of  shoes;  (b)  shipping;  (c)  the  making  of 
war;  (d)  getting  an  education;  (e)  building  dikes;  (f)  money  changing;  (g) 
reading  literature ;  (h)  tax  collecting;  (i)  prayingto  God ;  (j)  hospital  service? 
Why  in  each  case  ? 

2.  With  regard  to  those  activities  mentioned  in  the  previous  question, 
which  do  you  consider  as  chiefly  non-economic?  To  what  subject  would 
you  most  properly  refer  their  study  ? 

.■5.  Is  the  subject  matter  of  economics  distinct  from  that  of  all  other 
sciences?     Wherein  does  economics  base  its  claim  to  be  a  distinct  subject? 

4.  Turn  to  the  table  of  contents  in  your  text  and  consider  the  arrange- 
ment of  subject  matter.  This  is  a  traditional  and  convenient  arrangement 
and  one  that  is  followed  in  most  works  in  general  economics.  Would  it  be 
It  be  possible  to  rearrange  the  materials  for  the  study  of  economics  in  a  diffe- 
rent way?      For  example,  see  Fetter's  Economic  Principles. 

5.  Is  the  subject  matter  of  economics  the  same  in  all  parts  of  the  world 
and  at  all  periods  of  history? 

6.  Are  the  principles  or  laws  of  economics  universally  valid?  Why? 
Which  are  the  more  liable  to  be  changed,  the  lav/s  of  economics  or  the  facts 
of  economics? 

7.  Is  it  possible  for  an  economic  policy,  such  as  a  high  protective  tariff, 
to  be  adi'isable  at  one  time  or  in  one  country  and  not  in  another?     Why? 

8.  If  we  can  n^ver  be  sure  of  the  permanency  of  the  products  and 
prmciples  of  oiir  economic  studies,  what  is  the  use  of  studying  economics  at 
all? 

9.  Is  the  economic  progress  of  a  country  a  good  index  of  the  welfare 
of  its  people?  Does  welfare  depend  entirely  on  economic  progress  or 
achievement? 

10.  Are  you  willing  to  give  up  any  old  or  traditional  ideas  you  have  held 
on  economic  matters  if  yon  find  that  impartial  analysis  shows  they  are  no 
longer  tenable  ? 
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11.  Without  havino;  studied  economics,  answer  the  following  questions, 
giving  any  reasons  you  may  have : 

(a)      What  is  socialism?      Do  you  believe  in  it? 

lb)  Do  you  believe  it  is  a  good  policy  for  the  government 
of  Kwangtung  to  derive  part  of  its  income  from  the  sale  of  the  gambling  mon- 
opoly? Suppose  this  revenue  were  to  be  expended  for  some  good  purpose, 
such  as  the  establishment  of  a  home  for  rescued  slave  girls,  would  this  justify 
the  policy? 

(c)  Do  you  think  China  should  have  a  gold  or  a  silver  stand- 
ard for  its  money  ? 

(dj  Do  you  think  the  custom  of  "price  bargaining"  is  a 
good  thing? 

(e)  Do  you  think  the  government  ought  to  fix  a  maximum 
rate  of  interest  on  loans  ? 

(f)  A  government  bond  offers  five  percent,  interest,  a  share 
in  a  rubber  plantation  for  the  same  amount  offers  ten  percent.  Which  would 
you  rather  have  .' 

(g)  Dr.  Sun  '^'at  Sen  has  advocated  that  the  government 
should  take  all  land  rents  for  taxes.      What  is  your  idea  on  this  matter? 

(h)  In  1913  the  provincial  government  issued  a  great  deal  of 
paper  money.  Was  this  not  a  good  way  to  make  money  plentiful  and  to  help 
the  government? 

(i)  Do  you  think  that  the  world  as  a  whole  is  getting  along 
better  or  worse  as  time  goes  on  ? 

D.  Fundamental  Social  and  Economic  Institutions 

1.  What  is  the  economic  significance  of  civil  liberty  ?  (See  Gettell, 
Introduction  to  Political  Science,  p.   110-112). 

2.  Is  the  caste  system,  such  as  is  found  in  India,  a  factor  in  the  econom- 
ic life  of  the  people  ?     How  ? 

3.  In  some  of  the  residential  districts  of  American  cities  One  may  not 
establish  a  factory.  Does  such  a  law  affect  economic  industry?  Is  it  a 
violation  of  civil  liberty? 

(4) 
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4.  What  is  property? 

5.  Why  is  the  law  of  propertj'  fundamental  in  the  study  of  economics? 

6.  Suppose  there  were  no  right  of  private  or  of  family  propertj',   what 

effect  would  this  have  on  economic  indu^ry?     Would  people  feel  inclined  to 
save  very  much  ? 

7.  There  is  much  land  on  Loh  Fau  mountain  which  any  citizen  of 
China  may  secure  if  he  will  engage  to  cultivate  it.  W^hy  is  it  that  people  are 
not  availing  themselves  of  this  privilege  ? 

8.  If  there  were  no  guarantee  of  undisturbed  and  permanent  possession 
of  land,  would  men  (a)  hunt;  (b)  engage  in  the  grazing  industry;  (c)  plant 
grain;  (d)  build  dikes;  (e)  erect  tents;  (f)  build  houses;  (g)  construct  rail- 
roads? 

9.  If  a  man  contemplates  planting  an  orange  grove  on  land  which  he  is 
cultivating,  will  it  make  any  difference  to  him  whether  or  not  he  owns  the 
land? 

10.  Does  the  right  of  private  property  give  us  the  right  to  do  as  we 
please  with  the  thing  possessed  ?     Illustrate. 

11.  What  is  the  difference  between  possession  and  property? 

12 .  Who  will  be  the  more  careful  in  conducting  a  business,  the  owner 
or  a  hired  manager? 

13.  Do  you  think  the  principle  of  private  property  is  justifiable?  On 
what  basis  ? 

14.  Is  the  inheritance  of  property  rights  justifiable?     On  what  basis? 

15.  Which  right  gives  the  greater  stimulus  to  industry,  that  of  private 
property  or  of  inheritance? 

16.  Prof.  R.  T.  Ely  defines  contracts  as  'agreements  of  economic 
consequence  which  are  enforceable  by  public  authority".  {Property  and  Con- 
tract, vol.  II,  pt.  II,  ch.  II ).  Would  you  therefore  regard  a  strong  govern- 
ment as  essential  ■ 
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17.  Are  labor  contracts  strictly  enforceable?  If  you  agree  to  teach  in 
a  certain  school  for  a  year,  does  the  law  force  you  to  do  so?  If  a  seaman 
agrees  to  make  a  certain  voyage  on  a  ship,  is  he  compelled  to  do  so  ? 

18.  Are  contracts  ever  enforced  by  custom? 

19.  What  is  the  significance  of  the  general  custom  among  Chinese 
business  men  that  accounts  should  be  settled  by  Chinese  New  Year? 

20.  To  what  extent  should  the  freedom  of  contract  be  restricted,  if  at 
all? 

21.  Is  the  slavery  system  based  on  contract?     The  apprentice  system? 

22.  "The  kind  of  competition  which  is  distinctive  of  the  present  order 
is  the  all-pervading  endeavor  to  obtain  the  largest  possible  amount  of  wealth 
in  exchange  for  commodies  produced  or  services."  (Ely,  Outlines  oj 
Economics,  p.  24).      Qor\X.x-iiS,t  competition  with  rivalry. 

23.  Can  you  give  some  examples  of  custom  interfering  with  competi- 
tion?     (See  Sidgwick,  Principles  of  Political  Economy,  BK.  ll,  CH.  xil). 

24j  Is  anyone  free  to  practise  medicine?  To  conduct  a  gambling 
house?  To  make  and  sell  salt?  To  grow  and  sell  rice?  To  make  and  sell 
postage  stamps?     To  run  a  steamboat  to  Hongkong?     To  teach? 

25.  Can  effective  competition  exist  without  freedom  of  contact? 

26.  Are  there  any  disadvantages  in  a  system  of  unrestricted  competi- 
tion?     Cite  examples. 

27.  On  the  whole,  is  the  principle  of  competition  a  wholesome  stimu- 
lus to  economic  industry  or  not?     Why? 

28.  What  is  meant  by  "socialization  of  industry"?  Is  competition 
antagonistic  or  favorable  to  social  cooperation  ? 

E.  FUNDAMENTAL  DEFINITIONS  AND  CONCEPTS 

1.  Are  men  guided  solely  by  economic  motives?  Are  men's  motives 
wholly  selfish  ?     Wholly  unselfish  ? 
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2.  Name  some  of  the  motives   impelling  men   to   economic  activity. 
Which  are  the  most  urgent?     Which  indispensible? 

3.  What  does  the  term  utility  signify? 

4.  What  is  the  difference  between  the  utility  of  fresh  air  and  the  util- 
ity of  a  typewriter? 

5.  Distinguish  between  effective  utility    and    absolute    utility.       With 
which  form  of  utility  is  the  economist  most  concerned? 

6.  What  factors  enter  into  the  determination  of  the  effective  utility  of 
an  article? 

7.  What  relation  exists  between  utility  and  value?      Do  you  know  of 
any  things  which  are  valuable  without  being  useful? 

8.  Distinguish  between  individual  value  and  social  value. 

9.  Does  a  free  good  have  individual  value?      Does  it  have  social  \alue? 

10.  In  what  way  does  social  value  express  itself? 

11.  If  we  regard  price  as  the  amount  of  one  article  given  in  exchange 
for  a  certain  amount  of  another  article,  do  you  think  value  and  price  are 
necessarily  the  same  ?     Why  ? 

12.  Which  of  the  following  have  effective  utility:  diamonds,  rice,  air, 
oxygen,  opium,  mosquitoes,  water,  ice,  a  cancelled  one-half  cent  postage 
stamp,  a  headache,  the  Chek-kong  pagoda,  a  nail,  a  water  buffalo,  the 
moon  ?     Why  in  each  case  ? 

13.  Are  there  any  non-goods  mentioned  in  the  preceding  question? 
Which? 

14  Which  would  you  classify  as  free  goods  and  which  as  economic 
goods  ?     Give  your  reason  in  each  case. 

15.  Distinguish  between  public  goods,  common  goods,  and  private  goods. 
How  would  you  classify  the  post-office,  the  Grand  Canal,  the  Temple  of 
Heaven,  the  pine  grove  near  Canton  Christian  College,  the  ocean,  the 
steamer  "Kiangtung",  a  warship,  the  French  cathedral? 
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16.  What  is  wealth  ?  Explain  why  some  authorities  emphasize  economic 
goods  as  wealth  and  others  emphasize  value. 

17.  As  the  word  "wealth"  is  used  in  economics,  are  all  articles  of 
wealth  necessarily  wholesome  for  man  ? 

18.  Why  is  gold  more  valuable  than  iron  ? 

19.  Personal  services  are  often  regarded  as  a  non-material  form  of  econ- 
omic goods.  Is  this  strictly  correct.''  Why.?  Why  are  personal  ser\'ices 
valuable  ? 

20  Are  the  following  wealth:  a  laborer,  a  slave,  a  college  education, 
a  mortgage,  a  bottle  of  poison,  a  bank  check,  air  under  ordinary  conditions, 
air  in  a  hot-house,  gold  in  a  mine,  gold  in  the  moon,  the  Panama  Canal,  a 
counterfeit  twenty-cent  piece?     Why  in  each  case? 

21.  Suppose  you  had  $1000  in  1910  and  S2000  in  1917.  Is  it  correct 
to  say  that  your  wealth  had  doubled  during  the  period  ? 

22.  How  would  you  go  about  finding  out  the  wealth  of  China? 

23.  Is  there  a  difference  between  legal  ownership  and  economic  owner- 
ship?    Does  this  have  any  bearing  on  our  idea  of  a  person's  wealth? 

24.  What  is  income^     Is  it  proportionate  to  one's  wealth.'' 

25.  Is  one's  wealth  directly  proportional  to  the  amount  of  money  he 
has? 

26.  If  the  supply  of  all  goods  were  suddenly  doubled,  would  any  change 
take  place  in  their  relative  values  ? 

27.  "There  may  be  many  things  which  are  better  than  wealth,  which 
are  yet  not  to  be  called  wealth."  (Walker,  Political  Economy,  p.  6  ).  Com- 
ment on  this  quotation. 
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II.      ECONOMIC  CONSUMPTION 

1.  How  are  wants  satisfied?     Define  a  consumption  good. 

2.  At  any  given  time,  which  wants  do  we  satisfy  first? 

3.  How  do  the  wants  of  a  man  differ  from  those  of  an  ape? 

4.  How  do  the  wants  of  a  small  boy  differ  from  those  of  a  young  man. 

5.  How  do  the  wants  of  an  educated  man  differ  from  those  of  a  coolie  ? 
b.  What  are  complementary  wants?     Illustrate. 

7.  Show  what  effect  instinct,  habits,  environment,  and  scientific  know- 
ledge may  have  on  the  character  of  the  wants  of  men. 

8.  Which  of  the  factors  mentioned  in  Question  7  will  probably  be  most 
influential  in  determining  the  expenditures  for  (a)  a  funeral,  (b)  a  suit  of 
clothes,  (c)  a  new  book,  (d)  a  dinner  in  Canton  when  alone,  (e)  a  dinner 
in  Canton  when  with  richer  friends,   (f)  a  life  insurance  policy? 

9.  State  the  law  of  least  social  cost.  (See  Seager,  Principles  of  Econo- 
mics, p.  76).      What  relation  does  this  law  bear  to  competition? 

10.  Distinguish  between  primary  and  secondary  comsumption. 

11.  As    civilization    advances,    do    men's    wants    tend    to    increase    or 
decrease  in  number? 

12.  Which  are  the  stronger,   present  or  future  wants?     Why  do  men 
save? 

13.  Suppose  all  economic  wants  could  be  satisfied,   what  would  be  the 
effect  on  industry .'' 

14.  In  what  ways  are  our  wants  modified? 

15.  What  influence  does  advertising  have  in  directing  or  creating  wants? 
Give  examples  to  illustrate. 

16.  Why  is  there  only  z.  first  and  a  third  class  on  Hongkong  trams? 

17.  What  will  we  say  of  a  man  who  consumes  more  than  his  income: 
is  he  socially  desirable  ? 

18.  Explain    what    is   meant  by  harmful  or  wasteful  consumption  and 
judicious  consumption. 
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19.  What  qualities  should  a  judicious  consumer  pocsess?       ' 

20.  Which  of  the  following  would  your  regard  the  use  of  as  harmful 
(or  wasteful)  and  which  as  judicious:  (a)  smoking  opium,  (b)  taking  a 
launch  ride  for  pleasure,  (c)  reading  a  book,  (d)  eating  a  lunch,  (e) 
eating  a  big  feast,    (f)  using  tobacco,   (g)  wearing  an  overcoat  in  winter? 

21.  Suppose  (Case  i)  a  man  spends  $\^  for  opium  and  uses  it.  Sup- 
pose on  the  other  hand  (Case  ii)  that  instead  of  buying  the  opium,  he 
had  taken  the  money  and  thrown  it  into  the  river.  Is  the  wealth  of  society 
after  Case  i  greater  or  less  or  the  same  as  after  Case  ii  ?  Has  society  gained 
or  lost  in  either  case? 

22.  The  servant  class  in  the  Philippines  greatly  resented  the  displacement 
of  the  Spanish  by  the  Americans,  since  the  latter  did  not  employ  nearly  so 
many  servants. 

(a)  Was  this  a  hardship  to  the  servants? 

(b)  Did  Filipino  laborers  as  a  whole  lose  by  this  economy  of  the 

Americans? 

(c)  Can  you  show  how  this  economy  in  the  use  of  servants  may 

really  have  benefited  Filipino  laborers?     (Hayes,  Problems 
and  Exercises  in  Economics ) . 

23.  What  is  a  standard  of  living  and  what  relation  does  it  bear  to  con- 
sumption ? 

24.  What  are  luxuries?     Are  the  same  things  luxuries  to  all  people ? 

25.  Is  expenditure  for  luxuries  defensible  if  some  people  do  not  have 
the  necessities  of  life  ? 

26.  Suppose  you  are  hungry  and  eat  three  bowls  of  rice  at  one  meal. 
Which  bowl  gives  the  greatest  satisfaction  ?  If  you  were  to  measure  the 
utility  (satisfaction  given)  of  the  first  bowl  as  100,  what  would  you  estimate 
as  the  amount  of  satisfaction  or  utility  derived  from  the  second  bowl?  The 
third  ?     A  fourth  ?     A  fifth  ? 

27.  Consider  the  successive  amounts  of  satisfaction  given  by  the  posses- 
sion of  successive  pairs  of  shoes  in  the  same  way.  Do  the  amounts  of  satis- 
faction diminish  as  rapidly  as  in  the  case  of  the  bowls  of  rice?     Why? 
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28.  Do  the  same  thing  for  silver  dollars.      Does  the  amount  of  satisfac- 
tion given  by  an  additional  dollar  ever  reach  zero?     Why? 

29.  What  is  marginal  satisfaction? 

30.  Plot  the  data  of  questions  26  to  28  on  square  or  coordinate  paper, 

using  the  horizontal  line  to  indicate  the  successive  units  applied,  and  the 
vertical  line  to  indicate  the  amounts  of  satisfaction  (utility)  given.  Join  into 
a  smooth  curve  for  each.      Compare  the  three  curves. 

31.  State  the  law  of  diminishing  utility. 

32.  What  effect  does  diminishing  utility  have  on  value? 

33.  May  utility  ever  diminish  to  below  zero  and  become   "disutility".'' 
Give  an  example. 

34.  Find  out  what  you  can  about  Engel's  Law  of  Consumption.  (See. 
Ely,  Outlines  of  Economics,  Rev.  Ed.,  p.  117  ff.  ;  Streightoff,  The  Standard  of 
Living,  p.  20). 

35.  Make  a  study  of  the  expenditures  of  your  own  family,   following 
Engel's  classification.      Reduce  amounts  to  percentages. 

36.  Distinguish  between  the  national  dividend  and  the  national  income. 
( See  King,  The  Wealth  and  Income  of  the  People  of  the  United  States,  p.  119-123 ) . 

37.  Is  it  wise  for  a  nation  to  spend  more  than  its  income? 
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III.     ECONOMIC    PRODUCTION 

1.  What  does  the  economist  mean  by  production 'i 

2.  Comment  on  this:  "There  is  no  actual  production  of  wealth,  with- 
out a  creation  or  augmentation  of  utility. "  (J.  B.  Say,  Political  Economy y  bk. 
I,  ch.  i). 

3.  Does  production  necessarily  mean  the  production  of  utilities  that  are 
individually  or  socially  wholesome? 

4.  Prof.  Roscher  said  regarding  Economics:  "The  starting-point, 
as  well  as  the  object-point  of  our  science  is  man."  {Principles  of  Political 
Economy,  tr.  by  Lalor,  vol.  i,  p.  51).      Explain. 

5.  Is  the  goal  of  economic  activity  production  or  consumption? 

6.  In  the  economic  sense  of  the  word,  are  the  activities  of  the  follow- 
ing to  be  considered  as  production  or  not:  the  printer,  the  gambler,  the 
architect,  the  miner,  the  opium  smuggler,  the  ricksha  runner,  the  money 
changer,  the  student  laboratory  assistant,  the  president  of  China,  the  presi- 
dent of  the  College  Literary  Society,  the  insurance  agent,  the  counterfeiter, 
the  farmer,  the  inventor?     Why? 

7.  Does  "getting  a  living"  necessarily  mean     creating  value"  ? 

8.  Reproduce  Carver's  table  of  "Ways  of  Getting  a  Living".  {Prin- 
ciples of  Rural  Economics,  p.  XX ;  Marshall,  Wright  and  Field,  Materials, 
p.  10). 

9.  It  has  been  said  that  what  one  man  gains  at  trade  other  men  neces- 
sarily lose.      Is  this  true  ? 

10.  Give  five  examples  each  of  primary  consumption  goods  and  of 
secondary  consumption  (production)  goods. 

11.  Give  examples  of  the  creation  of  stuff-value,  place-value,  time-value, 
and  protection-  or  possession-value. 

12.  What  relation  do  good  roads  bear  to  production? 

13.  Make  a  parallel  list  of  the  chief  products  of  China  and  of  Kwang- 
tung.  What  is  the  most  important  form  of  production  in  China,  farming, 
manufacture  or  trade? 

14.  What  are  the  agents  or  factors  in  production  called? 

(12) 


15.  What  are  the  owners  or  controllers  of  each  of  these  agents  called? 

16.  What  is  a  social  parasite?  Give  examples.  Is  a  small  baby  a 
social  parasite  ? 

17.  Prof.  Marshall  says  that  in  a  sense  there  are  only  two  agents  of 
production,  nature  and  man.      What  does  he  mean? 

18  Is  the  farmer  more  productive  than  the  merchant?  Is  the  produc- 
tive activity  of  the  farmer  more  fundamentally  essential  than  that  of  the  mer- 
chant? 

19.  Is  it  possible  to  determine  exactly  which  is  the  more  important 
agent,  man  or  nature?  Can  you  think  of  any  product  whose  value  is  due 
solely  to  nature  or  solely  to  man  ? 

20.  Does  nature  play  a  larger  part  in  some  industries  than  in  others? 
Illustrate. 

21.  Distinguish  between  the  value  product  and  the  material  or  concrete 
product.  Which  product  is  the  aim  of  the  producer?  Which  product  is  the 
aim  of  the  consumer? 

22.  May  we  have  economic  destruction  as  well  as  economic  production? 
Illustrate.      Does  nature  always  work  in  harmony  with  man  ? 

23.  On  the  whole,  is  the  store  of  wealth  in  the  world  increasing  or 
decreasing? 

24.  Is  it  necessarj'  to  have  a  material  product  in  order  to  have  produc- 
tion?     (See  Davenport,  Economics  of  Enterprise,  p.   125-126). 

25.  Explain  what  is  meant  by  saying  that  production  is  now  more 
socialized  than  formerly.      Illustrate. 

26.  Show  by  examples  how  the  territorial  division  of  production  has 
been  affected  by  (a)  proximity  to  raw  materials;  (b)  nearness  to  the  market; 
(cj  presence  of  water  power;  (d)  presence  of  cheap  fuel;  (e)  favorable 
climate;  (f)  availability  of  labor  and  capital;  and  (g)  momentum  of  an  early 
start. 

27.  Prof.  J.  B.  Clark  speaks  of  production  as  a  synthesis,  or  process  of 
adding  together.  {Essentials  oj  Economic  Theory,  ch.  v).  Does  this  express 
your  idea  of  production?     What  is  added  together? 
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A.  Land  and  Natural  Agents 

I.  Land  avd  its  Function  in  Production 

1.  Define  land  as  the  term  is  used  in  economics. 

2.  In  what  sense  does  land  produce''. 

3.  What  economic  forces  are  of  especial  value  to  man?  Which  are 
limited  in  supply" 

4.  Give  examples  of  land  rendering  the  following  services:  (a)  support 
for  min  and  his  buildings;  (b)  source  of  plant,  animal,  sea,  and  mineral 
products;  (c)  source  of  power;  (d)  pathway  for  transportation. 

5.  Give  examples  of  industries  particularly  dependent  on  gravitation, 
rainfall,  wind,  sunshine,  river  currents,  tide,  moisture,  temperature,  qualities 
of  the  soil,  magnetic  force. 

6  Formerly  water  power  was  much  used,  then  wood  and  coal  came  to 
take  its  place  as  a  source  of  energy,  now  the  extensive  use  of  water  power  is 
being  revived.      Explain. 

7.  Why  is  land  (in  the  ordinary  sense  of  the  word)  regarded  as  the 
most  important  of  the  natural  agents? 

8.  In  what  way  have  natural  conditions  affected  the  industry  of  Hong 
Kong,  of  Wuchow,  of  New  York,  of  Hamburg,  of  the  Philippines,  of 
Alaska,  of  Transvaal? 

9.  Examine  the  Production  Map  of  China.  Make  a  list  of  the  provinces 
from  which  the  following  products  come:  tea,  cotton,  salt,  coal,  precious 
metals,  iron,  silk,  beans,  timber.  How  do  the  products  aflPect  the  industries 
of  the  people  in  the  several  provinces  ? 

10.  Why  is  the  size  of  farms  in  China  usually  much  smaller  than  those 
in  America? 

II.  Why  is  land,  or  the  right  to  the  use  of  land,  valuable? 

12.  What  does  Ricardo  mean  when  he  speaks  of  land  as  "the  original 
and  indestructible  powers  of  the  soil"?  {Political  Economy,  ch.  ii).  Are 
the  powers  of  any  particular  unit  of  land  indestructible?  Are  the  natural 
forces  of  the  earth  as  a  whole  indestructible? 

13.  Why  does  the  farmer  rotate  his  crops? 
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14.  State  the  law  of  diminishin<r  returns.  Does  it  seem  to  be  analogous 
to  the  law  of  diminishing  utility? 

15.  What  kinds  of  land  can  be  cultivated  most  intensively?  Most  ex- 
tensively 'I 

16.  What  do  we  mean  by  "marginal  land",  i.e.,  »  marginal  opportuni- 
ty in  the  use  of  land? 

*  17.  Suppose  a  piece  of  vacant  land  becomes  more  valuable  due  to  the 
general  growth  of  a  near-by  city;  has  production  taken  place.'  Who  has 
been  the  producer?  Can  this  value  be  separated  from  that  of  the  original 
contribution  of  nature  ? 

18.  To  what  extent  can  land  be  '  made"  ? 

19.  What  is  exhausted  land.'*      Can  such  land  be  used  for  anything? 

2U.  Of  two  equal  areas  of  land,  one  is  more  fertile  than  the  other.  Is 
it  possible  that  the  more  fertile  land  can  be  more  productive  than  the  less 
fertile?     How? 

21.  Why  does  not  the  farmer  cultivate  only  his  best  area  of  land? 

22.  Can  an  area  of  land  be  made  more  productive  ?  Is  this  always  a 
desirable  thing  to  do  ? 

2.^.  By  what  means  may  land  in  your  province,  other  than  that  in  field 
crops,  be  made  more  productive  for  agricultural  purposes? 

24.  What  is  the  significance  of  the  /i/nit  oj' productivity  1 

25.  Is  there  a  limit  to  the  yield  of  rice  per  mau?  Is  there  a  limit  to  the 
yield  in  rent  of  a  mau  of  land  along  the  Bund?     What  is  the  difference.? 

2b.  Where  extensive  cultivation  obtains,  will  labor  usually  be  found 
scarce  or  plentiful.?  Is  this  true  where  intensive  cultivation  obtains?  In 
which  case  do  we  get  the  larger  product  per  man?  In  which  the  larger  pro- 
duct per  mau  1  , 

27.  Contrast  agriculture  in  China  with  that  in  America.  (See  GroflF, 
Agricultural  Reciprocity  between  America  and  China,  Canton  Christian  Coll. 
Bull.  no.  5). 

28.  Is  the  best  land  always  used  first.?  Is  the  best  opportunity  for  the  use 
of  land  always  used  first.? 
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29.  Distinfjuish  between  the  diminishing  returns  from  land  and  the  de- 
clining fertility  of  land.      Give  examples  of  each. 

30.  Demonstrate  that  the  existence  of  rent  is  due  to  the  law  of  diminish- 
ing returns  and  not  to  the  difference  in  grades  of  land.  Show  this  (a)  b} 
supposing  all  grades  of  land  were  uniform,  and  then  (b)  by  the  supposing 
the  law  of  diminishing  returns  were  inoperative. 

31.  Why  did  not  the  Sincere  Co.  build  a  one-story  building  for  its  store 
on  the  Bund?     Why  not  a  twenty-story  building? 

32.  H.  C.  Carey,  an  early  American  economist,  denied  the  law  of  di- 
minishing returns,  and  maintained  that  cultivation  always  commenced  on  the 
poorer  soils,  thence  proceeding  to  the  richer  swamps  and  river  bottoms. 
{Principles  of  Social  Science,  vol.   ill,  ch.  XLii,  O).      Criticize  his  position. 

II.     Conservation  of  Natural  Resources. 

1.  What  is  meant  by  natural  resources. 

2.  What    is    the  economic  significance  of  the  natural  resources  of  a 
country? 

3.  What   are    China's   most  important  natural  resources?     Why    are 
these  important? 

4.  Do    free    competition    and    private    initiative  tend  to   waste  or  to 
conserve  natural  resources.'' 

5.  Does  conservation  mean  that  we  shall  not  use  the  natural  resources? 

6.  What  is  scientific  forestry?      (See  Lin,  Chapters  on  China  and  Fores- 
try, p.  37-42). 

7.  What  evils  follow  if  the  government  fails  to   regulate   the   use   of 
forests  ? 

8.  Describe  the   forest   regulations  of  the   Philippines.      (See  Miller, 
Economic  Conditions  in  the  Philippines,  p.  280-282). 

9.  Find  out  what  you  can  about  the  methods  of   forest   conservation 
used  in  Ciermany. 
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10.  Why  is  scientific  forestry  of  highest  importance  in  Cliina,  more  so 
than  in  most  other  countries?  (See  article  by  Shefersee  on  The  Industrial 
and  S'jcial  Importance  of  Forestry  in  China,  in  the  Chinese  Social  and  Poli- 
tical Science  Review,  vol.  i,  no.  3,  p.  71-97). 

11.  Describe  the  river  conservancy  work  being  undertaken  in  China. 
(Saa  especially  thesis  by  Lau  Waan  Wai,  Theones  of  Flood  Control  and  the 
Flood  Problem  in  China;  and  Report  I  of  the  Board  of  Conservancy  Works  of 
Kwangtunsr,  entitled  The  West  River  Survey  of  1915,   also   in   Chinese  under 

the  title 'f^-iJi^Rg^  ^-m  mxLmm^w^m^'t^n^'Km^^m). 

12.  What  relation  exists  between  flood  control  and  scientific  forestry? 

13.  What  should  be  China's  policy  toward  her  mineral  resources.^ 
Should  a  few  people  be  allowed  to  exploit  them  ? 

14.  How  extensive  are  China's  coal  resources  ?  What  per  cent,  of  the 
world's  estimated  supply  is  in  China?  (See  fForld  Almanac).  Draw  a 
circle  pictogram  to  illustrate  this  graphically. 

15.  Is  it  a  wise  policy  for  the  Chinese  government  to  give  extensive 
concessions  running  for  long  periods  to  foreign  capitalists.''      Why."* 

16.  What  forms  of  natural  resources  are  made  available  by  irrigation.^ 
By  drainage? 

17.  Show  how  the  development  of  transportation  facilities  makes  possible 
the  largest  use  of  natural  resources. 

18.  Would  it  be  a  good  thing  for  Niagara  Falls  to  be  used  entirely  to 
generate  power.''      Give  your  reasons. 

19.  In  America  it  has  been  said  that  the  public  land  policy,  by  which 
new  land  could  be  secured  by  anyone  freely  or  very  cheaply,  was  responsible 
for  much  wasteful  farming.      Show  how  this  would  be  true. 

20.  Of  what  importance  have  natural  resources  been  in  the  European 
War.'      Consider  especially  food,  fuel,  iron  and  other  minerals. 
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B.    Labor 

I.      Prodi  cTiviTY  and  Efficiency  of  Labor. 

1.  Distinguish  between  labor  and  play. 

2.  Is  labor  necessarily  painful  or  unpleasant.?      Is  all  labor  pleasurable? 
i.      VV^ould  you  call  a  water  buffalo  a  laborer.'^     Would  you  call  the  man 

who  takes  care  of  it  a  laborer.''      Why? 

4.  Which  of  the  following  are  laborers:  a  banker,  a  money  changer, 
the  civil  governor  of  a  province,  a  college  student,  an  actor,  a  tennis  player, 
a  mail  carrier,  the  fortune-tellers  at  Shing  Wong  Miu,  an  engineer,  a 
Y.M.C.A.  secretary,  a  soldier,  the  tax  collector,  the  president  of  the  Student 
Union  ? 

5.  Is  a  man  who  manages  his  own  business  a  laborer.'' 

6.  Is  the  holder  of  an  honorary  office  a  laborer.'* 

7.  Why  does  not  a  laborer  always  perform  that  kind  of  labor  which  is 
most  pleasurable  to  him? 

8.  Who  has  the  wider  range  of  occupations  from  which  to  choose,  the 
educated  or  the  uneducated  man."*     Why? 

9.  What  do  we  mean  by  (division  of  labor t  Distinguish  between  the 
occupational  and  the  territorial  division  of  labor.      Give  examples  of  each. 

10.  Indicate    (a)  some  advantages  and  (b)  some  disadvantages  resulting 
from  the  division  of  labor. 

11.  To  what  extent  does  custom  determine  one's  occupation?  Illustrate. 

12.  How  does  labor />.'Wz/f^: 

1.-5.      Why  is  mental  labor  usually  more  productive  than  manual  labor? 

14.  Would  it  be  possible  to  eliminate  all  necessity  for  labor  from  society? 
Would  it  be  desirable? 

15.  Which  is  accompanied  by  the  greater  fatigue,  the  first  or  the  last  hour 
of  a  day's  work?     Why? 

16.  Why  not  work  just  one  hour  a  day?     Why  not  work  twenty  hours 
a  day?     What  factors  determine  the  number  of  hours  of  work  per  day? 
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17.  Does  the  law  of  diminishing  returns  apply  to  the  products  of 
successive  hours  of  a  day's  labor.'     If  so,  restate  the  law  to  apply. 

18.  What  qualities  of  an  individual  operate  to  make  him  a  productive 
laborer? 

19.  Find  out  what  is  meant  by  scicntijic  management.  '  See  Taylor,  T^f 
PrmcipUs  of  Scientific  ^Mancigtment,  especially  ch.  l).  Is  the  idea  fundament- 
ally sound  ? 

20.  What  limits  are  there  to  the  application  of  the  principles  of  scientific 
management? 

21.  What  effect  has  the  introduction  of  machinerv  'the  "factors- 
system"  )  had  upon  the  health,  power  of  initiative,  and  personal  independence 
of  the  laborer  ? 

11.      Are  these  effects  avoidable.'      By  what  means? 

23.  Under  the  modern  factory  system,  in  what  ways  may  we  regard  the 
laborer  zs  z.  debtorl  As  z  creditor  1  (See  Commons  and  Andrews,  Principles 
oj" Labor  Legislation,  p.  35-61). 

24.  On  what  basis  may  we  justify  the  factorv^  system  ? 

25.  How  may  we  conserve  human  energy  so  that  society  may  gain  the 
largest  product  from  its  supply  of  labor,  under  conditions  most  fa\orable  to 
the  laborer? 

26.  Give  e.xamples  of  wasted  human  energy,  classifying  those  whose 
labor  is  wasted  as  follows:  la)  those  engaged  in  destructive  occupations;  (b) 
those  dependent;  (c)  those  in  idleness;   (d)  those  in  '    misfit"  occupations. 

27.  Point  out  the  harmful  effects  of  women  laboring  in  modern  in- 
dustries,     I  See  Bulletin    of    Industrial    Commission    of    Wisconsin,    1917, 

Hours  of  Labor  oj  li' omen,  p.   13-22;  Nearing  and  Watson,  £^t-5«5/n/c.s  p.  151. 

28.  Point  out  the  harmful  effects  of  child  labor. 

29.  What  are  the  chief  causes  of  unemployment? 
3U.      Why  do  men  enter  dangerous  occupations.' 

31.  How  may  we  decrease  to  a  minimum  the  great  losses  of  human 
energy  caused  by  industrial  accidents  and  diseases? 
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II.     Supply  of  Labor  an'd  Principlk  of  Population. 

1.  Why  is  the  supply  of  labor  available  important  from  the  standpoint 
of  economics '? 

2.  Can  we  have  a  supply  of  labor  without  a  supply  of  laborers? 

i.      May  the  supply  of  laborers  exceed  the  normal  demand  for  laborers? 

4.  State  in  as  simple  words  as  you  can  Malthus'  law  of  population. 

5.  Has  this  law  operated  generally  in  China? 

6.  Plot  on  coordinate  paper  the  population  of  the  world  by  decades  for 
the  last  century.  (For  data,  see  lVo}-ld  j4lmanac) .  Is  the  world's  population 
increasing  or  decreasing? 

7.  Plot  the  same  data  on  logarithmic  paper.*  Is  the  proportional  rate 
of  change  on  the  increase  or  decrease?     Is  this  significant? 

8.  What  relation  exists  between  Malthus'  principle  and  the  law  of 
diminishing  returns  from  land '■ 

9.  Does  a  high  standard  of  living  operate  as  a  check  on  the  supply  of 
labor  (population)  ?     How.'' 

10.  SappOiC  a  higher  standard  of  living  were  regarded  as  necessary  by 
the  people  of  Kwangtung.  How  would  this  tend  to  affect  the  number  of 
people  living  in  this  province.''      How  soon.-* 

11.  Would  you  expect  a  higher  rate  of  population  increase  in  a  new  and 
undeveloped  country  than  in  an  old  and  settled  country .f*      Why.'' 

12.  The  chief  positive  checks  to  population  operating  in  modern  times 
are  war,  disease,  famine,  natural  calamities  (earthquakes,  storms,  etc.  J,  and 
accidents.  Which  of  these  are  preventable.'^  Which  people  are  most  affect- 
ed by  positive  checks,  those  with  a  high  or  low  standard  of  living.^ 

13.  Show  how  the  railroads  have  diminished  the  losses  of  life  from 
famine  in  India. 

14.  What  effects  do  (a.)  emigration  and  (b)  immigration  have  upon 
labor? 

15.  Which  class  of  laborers  tends  to  increase  the  more  rapidly,  the 
skilled  or  unkilled? 

*Or  plot  the  logarithms  of  the  data  on  ordinary  coordinate  paper. 
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16.  What  has  been  the  effect  of  the  European  War  on  labor? 

17.  Do  you  ajiree  with  the  oft-quoted  idea  that  "another  hand  in  the 
family  bowl  of  rice  makes  no  difference?  " 

18.  Is  "  Malthusianism  ""  a  livinii  and  serious  question  in  the  world 
to-day?  (See  Thompson,  Population:  A  Study  in  Malthusiannm^  1915,  es- 
pecially ch.   XI  >. 

C.     Capital 

t.  Distinguish  clearly  between  land  and  capital.  (See  Commons, 
Distrihut'tnn  of  IVealtli.   p.  27-41  ). 

2.      Distinguish  between  capital  and  capital  K^^ds. 

•5.  Are  the  foilowinir  capital  ^oods  or  not:  a  plow,  coal  rice  in  a 
Honam  shop,  rice  in  the  bowl  from  which  you  are  eating,  money,  a 
slipper  boat;  a  watch;  a  picul  of  opium;  the  post  office  building;  ahorse.'' 
Supply  necessary  conditions  as  you  wish,  and  give  reasons. 

4.  What  do  we  mean  when  we  say  capital  produces?  Does  capita 
ever  produce  without  the  co-operation  of  land  or  labor? 

5.  Can  you  give  an  instance  in  which  labor  produces  without  the  aid  of 
capital  ? 

6.  What  are  the  services  rendered  by  capital  ? 

7.  How  does  capital  replace  itself?     Does  money  replace  itself. "^ 

8.  Capital  goods  are  ohcv\  czWcA  indirect  goods  or  secondary  consumption 
goods.  What  is  meant  by  this?  Why  are  durable  consumption  goods  usually 
included  in  the  concept  of  capital?  ' 

9.  In  what  sense  does  the  business  man  use  the  word  capital.'  (See 
Seager,  Principles  of  Economics.,  p.   141). 

10.  What  do  we  mean  by  capitalistic  production^.  Is  this  method  of 
production  better  than  that  in  which  man  works  directly  upon  nature's 
materials  ? 

11.  Distinguish  between  public  capital,  private  capital,  and  acquisitive 
capital.       (See  Kly,   Outlines  of  Economics,  p.   101). 
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12.  Distinguish  between  («»  free  and  specialized  capital  (value),  and 
(/>)  fixed  and  circulatino;  capital  (goods).     Give  two  examples  of  each. 

\.i.  In  a  cloth-weaving  shop  in  Honam  which  articles  would  you  classify 
as  fixed  capital  and  which  articles  as  circulating  capital  1 

14.  Distinguish  between  consumption  capital  and  auxiliary  capital.  (See 
Marshall,      Princip/es  of  Economics,  bk.  ii,  ch.  iv).      Give  examples  of  each. 

15.  If  business  is  depressed,  in  what  form  would  j'ou  prefer  to  have 
your  investments,  as  free  or  as  specialized  capital?     Why? 

16.  Does  capital  move  freely  from  one  part  of  the  world  to  another? 
Does  labor  move  so  freely?     Explain. 

17.  How  does  capital  originate  ? 

18.  Why  does  the  existence  of  capital  require  abstinence?  Under  what 
conditions  will  one  be  willing  to  abstain  from  consuming? 

19.  On  what  does  the  increase  of  capital  depend? 

20.  Does  a  national  loan  add  to  the  capital  of  a  country?  Give  reasons 
for  your  answer. 

21.  It  has  often  been  said  that  one  of  China's  most  urgent  needs  is  a 
great  increase  of  capital.     Explain. 

22.  Can  wealth  ever  serve  as  capital  and  not  be  destroyed  in  the  using? 
2'i.     What  effect  has  the  unsettled  political  condition  ot  China  since  the 

revolution  had  upon  the  supply  of  capital  ? 

24-.  What:  relation  exi.>ts  between  an  abundance  of  capital  and  the  wel- 
fare of  laborers?  Does  it  make  any  difference  whether  the  capital  is  owned 
by  the  laborer  or  by  another? 

25.  What  would  be  the  effect  on  the  demand  for  capital  in  China  if  the 
price  of  labor  should  increase  to  double  its  present  price? 

26.  The  socialist  sees  in  the  growth  of  capitalistic  production  a  danger 
to  the  workman.  The  argument  is:  since  the  laborer  cannot  afford  to  own 
the  big  machines  and  expensive  tools,  and  yet  must  labor  in  order  to  secure  a 
living,  he  becomes  virtually  the  slave  of  the  capitalist.  Is  the  danger  a  real 
one?     Is  the  danger  likelv  to  increase  or  decrease.'      Whv."* 
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27.  Does  the  averauic  laborer  own  capital  or  not?  \Vhat  is  the  tendency 
at  present? 

28.  Is  there  any  limit  to  the  amount  of  capital  that  may  be  employed" 

29.  Is  the  amount  of  capital  in  the  world  synonymous  with  the  amount 
of  money  in  the  world " 

M).  Some  people  have  argued  that  a  calamity  which  results  in  the 
destruction  of  capital,  such  as  a  war,  the  burning  of  a  city,  an  earthquake, 
etc.,  is  a  good  thing,  for  then  the  capital  must  be  replaced,  new  capital  flows 
in,  and  industry  is  stimulated.  Point  out  the  fallacy.  (See  Bastiat,  Essays  on 
Political  Economy,  pt.  II,  ch.  i). 

SI.  Is  the  world  richer  or  poorer  because  of  the  Kuropean  War?  How 
about  China.'' 

32.  Karl  Marx  regarded  capital  as  stored-up  labor.  Is  this  correct.''  Is 
there  any  difference  in  the  value  of  an  ounce  of  gold  secured  by  much  labor 
and  the  value  of  a  gold  nugget,  also  weighing  an  ounce,   accidentally  found  .^ 

33.  Does  the  productivity  of  capital  depend  on  the  difficulty  or  facility 
with  which  it  was  created  ? 

34.  State  the  law  oj  increasing  returns.  (See  Marshall,  Principles  of 
Economics,  p.  397).  Does  this  mean  that  successive  opportunities  for  the 
employment  of  capital  are  always  more  productive  ?  Is  there  a  law  of 
diminishing  returns  for  capital  also  I     Reconcile  your  answers. 

35.  Which  increases  the  more  rapidly,  capital  or  population.'  Make  a 
chart  showing  the  per  capita  wealth  (i.e.,  capital)  of  America,  beginning  with 
1850.      (See  Statistical  J  hstract  of  the  United  States,  latest  issue). 

36.  What  prevents  capital  from  increasing  indefinitely? 

37.  Is  it  possible  to  say  decisively  which  is  the  most  important  factor  in 
production,  land,  labor  or  capital?  In  any  particular  instance,  can  we  say 
that  one  of  these  factors  has  predominated  ? 

38.  Do  you  regard  the  miser  or  the  spendthrift  as  the  more  helpful 
member  of  societv?     Whv? 
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D,    Business 
I.      Function  of  the  Entrepreneur 

1.  4s  the  entrepreneur  function  to  be  regarded  as  a  species  of  labor- 

2.  S^ome  writers  include  managerial  labor  as  one  of  the  functions  of  an 
entrepreneur.  Distinguish  between  the  entrepreneur  and  the  business 
manager. 

S.  Give  some  illustrations  of  the  exercise  of  the  function  of  the  entre- 
preneur in  a  business  in  which  the  owner  is  neither  a  laborer,  a  land- 
lord, nor  a  capitalist. 

4.  Are  the  following  to  be  regarded  as  entrepreneurs:  a  shoemaker,  a 
stock-holder,  a  bond-holder,  the  college  trustees,  the  government  of  Kwang- 
tung,  a  contractor,  a  publisher,  the  college  cook,  the  doctor,  an  insurance 
company,  an  insurance  agent'.' 

5.  What  value  product  does  the  entrepreneur  create:  Would  society 
be  richer  or  poorer  without  rhe  service*  of  the  entrepreneur? 

6.  Show  how  the  efficiency  of  production  is  aflected  by  the  skill  of 
management  and  the  manner  in  which  industry  is  organized. 

7.  What  principles  guide  the  business  manager  in  assembling  or  propor- 
tioning the  respective  amounts  of  land,  labor,  and  capital  he  will  employ? 
What  will  be  his  aim? 

8.  Production,  as  affected  by  the  law  of  diminishing  returns,  is  said  to 
be  dependent  on  the  proportion  of  the  productive  factors.  Show  how  this  is 
true. 

9.  In  what  particulars  will  the  farmer  in  China  differ  from  the 
American  farmer  in  the  organization  of  his  busmess? 

10.  In  what  ways  will  general  social  conditions  affect  the  organization 
and  extent  of  specialization  in  a  business,  especially  such  considerations  as 
general  education,  material  prosperity,  facility  of  communication  and  trans- 
portation, stability  of  government,  a  high  standard  of  living,  government  aid 
or  interference,  immigration,  etc.  ? 

11.  In  what  kind  of  businesses  is  specialization  limited  by  the  nature  of 
the  industry  / 
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12-     Show  how  specialization  increases  with  large  scale  production. 

13.  What  is  the  significance  oi  cost  accounting  to  the  entrepreneur?  Is  it 
important?     Why? 

14.  Distinguish  between  cost  of  production  and  expense  of  production. 

15.  In  what  way  will  the  extensive  use  of  a  by-product  affect  the 
expense  of  producing  the  main  product .' 

16.  Under  what  conditions  will  a  business  operate  under  a  law  of 
decreasing  cost  (i.e.,  expense)  per  unit  of  product  as  production  is  increased? 

17.  Show  how  a  good  business  system  is  of  advantage  to  business. 

18.  On  what  basis  does  an  electric  light  company  justify  its  sale  of 
electricity  for  generating  power  at  a  rate  lower  than  that  for  electricity  for 
lighting  purposes? 

19.  What  does  '  'scientific  management' '  seek  to  do  for  the  entrepreneur  ? 
II.      Forms  of  Business  Organization. 

1.  What  types  of  business  organization  may  be  distinguished,  based  upon 
the  form  of  the  organization.''  List  some  of  the  advantages  of  each.  (See 
Brisco,  Economics  oj  Business). 

Z.      Toward   which   of  these   forms    does  modern  development  tend? 

3.  Which  form  is  most  common  in  China? 

4.  What  are  the  chief  points  of  difference  between  a  corporation  and 
a  pircnersh'p  :  Which  form  would  yoi  prefer  in  the  following  businesses: 
farming,  a  small  fruit  store,  a  large  general  store,  a  bank,  the  manufacture 
of  typewriters ?     Why.? 

5.  How  does  a  bond  differ  from  a  stock?  Which  is  usually  considered 
the  safer  form  of  investment?     Why? 

6.  What  is  the  legal  definition  of  a  corporation?  (See  any  text-book 
on  law  or  a  large  dictionary). 

7.  How  is  a  corporation  created?     What  are  its  powers? 

8.  What  are  the  essentials  of  a  corporation  charter? 

9.  Distinguish  between  a  joint  stock  company  and  a  corporation. 

10.  Distinguish  between  public  and  private  corporations;  and  between 
stock  and  non-stock  corporations.      Give  examples  of  each. 
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11.  Stock  corporations  are  sometimes  classified  as  (1)  industrial,  (2) 
commercial,  (3)  public  service,  and  (4)  financial,  according  to  the  nature  of 
the  business  in  which  engaged.      Give  illustrations  of  each. 

12.  Define  capital  stock,  double  liability,  common  stock,  cumulative 
preferred  stock,  non-cumulative  preferred  stock,  directors,  stock  dividend, 
dummy  director,  par  value.      (Use  a  large  dictionary). 

13.  Classify  corporation  stock  (1)  as  to  the  method  or  reasons  for  which 
issued,  and  (2)  as  to  the  share  in  the  profits  to  which  its  holder  is  entitled. 

14.  Define  and  distinguish  the  following  kinds  of  corporation  bonds: 
mortgage  bond ;  collateral  trust  bond,  convertible  bond,  income  bond,  deben- 
ture bond. 

15.  What  is  capitalization?      What  is  over-capitalization? 

16.  What  is  the  capital  value  of  a  corporation  ?  Distinguish  from  physi- 
cal value. 

17.  Business  men  commonly  consider  the  value  of  a  business  as  measured 
by  its  earning  power  rather  than  by  the  value  of  its  properties.  Is  this  a 
proper  method.''     Arc  chere  any  dangers  in  following  such  a  method? 

18.  Would  you  regard  the  following  as  desirable  or  undesirable  invest- 
ments for  the  average  person  to  buy:  gold  mining  stock,  government  bonds 
of  Great  Britain,  stock  in  a  rubber  company  in  South  America,  bonds  of  a 
city  tramway,  stock  of  the  Standard  Oil  Co.,  stock  of  a  war  munitions 
factory?     Why.? 

19.  A  corporation  has  issued  $50,000  worth  of  common  stock,  $20,000 
worth  of  7  per  cent,  preferred  stock,  and  $30,000  worth  of  5  per  cent,  mortgage 
bonds.  If  its  net  earings  are  $8,000,  how  would  these  net  profits  be 
distributed?     What  rate  of  return  does  each  receive? 

20.  What  economic  effects  does  efficient  business  organization  have 
upon  society? 

21.  Governments  are  undertaking  an  increasingly  large  share  in  business 
enterprise.  Is  government  enterprise  usually  as  efficient  as  private  enterprise.? 
Why?  Why,  then,  is  there  the  present  tendency  toward  greater  government 
activity  in  business? 


(26) 


I 


IV.  EXCHANGE 
A.  Exchange,  Markets  and  Price 

1.  Distinguish  between  exchange  and  distribution. 

2.  On  what  basis  are  we  justified  in  regarding  exchange  as  a  part  of 
the  process  of  production  ? 

3.  Enumerate  some  of  the  ad\'antages  of  exchange. 

4.  Contrast  the  exchange  economy  of  China  a  hundred  years  ago  with 
that  obtaining  at  present. 

5.  Name  five  cities  which  owe  their  importance  chiefiy  to  the  fact  that 
they  have  become  exchange  centers. 

6.  It  has  been  said  that  only  one  of  two  exchantrers  can  be  benefited, 
that  the  gain  of  the  one  is  at  the  expense  or  loss  of  the  other.  Point  out  the 
error. 

7.  What  is  a  market"' 

8.  Is  the  College  Bookstore  a  market.'  Is  the  fruit  shop  in  San  Fung 
Wong  village?  Is  the  International  Banking  Corporation?  Is  a  stock  ex- 
change .' 

9.  Name  some  commodities  the  markets  for  which  are  (aj  seasonal, 
(b)  periodic,   (c)  occasional,   (d)  continuous. 

10.  What  differences  do  you  note  between  the  market  for  such  com- 
modities as  fresh  fruit,  fresh  milk,  blind  man's  cakes  ilM  ^  M  ),  etc.,  and 
the  market  for  steel,  tinned  milk,  chocolate,  government  bonds,  etc? 

11.  Name  some  goods  the  market  for  which  includes  (a)  only  the  local 
community,  (b)  the  province,   (c)  the  Far  East,   (d)  the  world. 

12.  If  you  had  books  on  calculus  for  sale,  would  you  advertise  them  in 
the  daily  newspaper?     In  an  engineering  journal.'      Why ? 

13.  Show  how  a  widening  of  the  market  may  result  from  (a)  standardi- 
zation of  the  product,  (b)  improved  facilities  of  transportation  and  commun- 
ication (c)  improvement  in  the  processes  of  production,  and  (d)  education 
and  advertising.  Show  how  this  may  be  the  case  with  the  silk  industry  in 
South  China  and  the  cotton  cloth  manufacture  in  Central  China. 
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14.  Define  price,  money  price,  market  price,  normal  price,  monopoly 
price,  the  trend  of  prices. 

15.  What  is  the  difference  between  a  unit  of  price  and  a  unit  of  value? 
Which  of  these  (or  both)  is  the  tael,  the  dollar,  the  pound  sterling,  the 
cash,  the  yen.'' 

16.  What  is  an  index  number  of  prices.''  What  is  a  weighted  index 
number.''     Of  what  service  are  index  numbers? 

17.  How  are  index  numbers  constructed? 

18.  The  average  prices*  in  cents  per  bushel  for  certain  grains  in 
America  for  the  ten  years  from  1905  to  1914  are  shown  in  the  table  below. 
The  table  also  gives  the  general  purchasing  power  of  $1.00  during  those  same 
yearsf.  Using  the  year  1905  as  a  base  (i.e.,  100),  compute  a  table  of 
unweighted  index  numbers  showing  the  real  price  of  grain  for  each  year  from 
1905  to  1914.      Explain  your  method. 


YEAR 

1905 
1906 
1907 
1908 
1909 

1910 
1911 
1912 
1913 
1914 

BARLEY 

CORN 

OATS 

RYE 

WHEAT 

101 

79 

91 

99 
120 

110 

98 
105 

95 
109 

PURCHAS-         INDEX 
POWER                 GRAIN 

48 
51 

73 

67 

72 

110 

102 

69 

68 

50 
46 
53 

68 
67 

58 
59 
69 
63 
70 

30 

4r 
51 

48 

:'.9 

38 
44 
38 
42 

71 
61 

77 
78 
78 

77 
90 
80 
64 

77 

100                

96                            

91                     .  . 

93 

88 

85                    

90 

84       1                .    ... 

85 

86       ' 

*Froni  Bulletin  of  U.S.  Bureau  of  Labor  Statistics  No.  200,   WholemU  Prices  1S90-1915, 
pp.  138  ff. 

tCalculated  from  Table  295,  "  Index  Numbers  of  Wholesale  Prices,"  Statistcal  Abttract 
of  U.S.  for  1915,  p.  524. 
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19-  In  Canton  in  1914  a  certain  foreign  book  could  have  been  bought 
for  $1  Chinese  money.  Now  the  book  is  sold  for  80  cents.  Has  the  price 
of  the  book  changed  ?  Has  its  value  changed  1  Could  the  price  have  fallen 
and  the  value  risen  1 

20.      Which   prices  fluctuate   the    more    violently,    wholesale    or    retail? 

B.  Price  Determinants 

1.  What  factors  may  enter  into  the  determination  of  prices? 

2.  Define  demand,  supply,  potential  supply,  stock. 

.^.  Is  the  coal  in  a  dealer's  store  a  part  of  the  supply"  The  coal  in  a 
mine'/  The  coal  not  yet  mined  in  North  China?  The  coal  in  the 
inaccessible  Alaskian  mountains?  Supply  any  conditions  necessary  in  making 
your  answer. 

4.  We  need  ice  in  Canton  to-morrow.  Is  the  ice  in  Hongkong  a  part 
of  the  supply''     The  ice  in  Shanghai! 

5.  When  does  potential  supply  become  real  supply.f* 

6.  Suppose  a  poor  workman  wishes  to  own  a  motor-boat,  will  that  affect 
the  demand?  Suppose  the  Standard  Oil  Co.  wishes  to  buy  a  motor-boat, 
will  that  affect  the  demand. 

7.  If  you  go  into  a  shop  and  offer  the  dealer  $i  for  an  article  marked 
at  &i.  5U  will  that  affect  the  demand?  How  about  doing  the  same  thing  to  a 
postal  clerk  for  $1.50  in  stamps? 

8.  How  would  a  sudden  strong  demand  for  silk  abroad  tend  to  affect 
the  demand  for  cotton  goods  in  China.''      Why.^ 

9.  Ivist  some  articles  for  which  the  supply  is  (a)  elastic,  (b)  inelastic, 
(c)  fixed. 

10.  Is  the  demand  for  the  following  elastic  or  inelastic :  rice,  hair-cuts, 
peanut  oil,  Christmas  cards,  money,  cheap  tea,  fine  tea,  ink,  postage? 

11.  List  some  articles  for  which  the  demand  is  (a)  constant  or  steady, 
(b)  uncertain,  (c)  seasonal,  (d)  decreasing. 

12.  Does  a  seasonal  demand  necessarily  mean  seasonal  production? 
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13.  Give  cases  in  which   (a)   custom,    (b)   habit,    ( c)   sentiment,    (d) 
ignorance  affect  the  supp/y  of  goods. 

14.  State  the  law  of  supply  and  demand  in  its  relation  to  price. 

15.  Suppose  the  following  conditions  of  supply  and  demand  were  found 
to  obtain  for  a  certain  commodity: 


Price 

Units 

THAT 

WOtJLD 

BE  SOLO 

Units 

THAT  WOULD   BE 

in  cents 

(Buyers'  Demand) 

(Sellers'  Supply) 

50 

20 

1000 

45 

35 

950 

40 

50 

850 

35 

75 

720 

30 

125 

400 

25 

200 

200 

20 

300 

150 

15 

500 

50 

10 

800 

0 

5 

1250 

0 

What  would  be  the  market  price,  if  competition  were  perfectly  free? 

16.  Using  the  data  in  Question  15,  plot  a  supply  and  demand  curve  on 
the  same  sheet  of  coordinate  paper.      Label  each  curve  properly. 

17.  Suppose  a  new  invention  were  discovered  making  it  possible  for  the 
supply  schedule  in  Question  15  to  be  doubled  while  the  demand  schedule 
remained  the  same.  What  would  price  be  then  and  how  many  units  would 
be  sold  ? 

18.  The  rate  for  1  oz.  of  bar  silver  on  September  26,  1917,  was  55 
(pence  in  J^ondon).  In  the  Hongkong  paper  the  next  day  appeared  the 
following  news  item:  "London,  September,  27.  Reuter  states  that  silver 
stands  at  fifty-four.  The  demand  has  increased.  There  are  increased  offer- 
ings and  the  market  is  dull. "      Interpret  the  change  that  had  taken  place. 

19.  Show  the  effects  on  price  and  the  limits  of  price  when  there  is: 
(a)  competition  between  one  buyer  and  one  seller,  (b)  competition  between 
one  buyer  and  several  sellers,  (c)  competition  between  several  buyers  and 
one  seller,  and  (d)  competition  between  several  buyers  and  several  sellers. 


(30,) 


20.  Which  of  the  kinds  of  competition  suggested  in  Question  19 
exists,  (a)  when  a  tourist  goes  into  an  ivory  shop  in  Canton,  (b)  when  the 
fruit  store  privilege  is  offered  for  sale  by  the  College,  (c)  when  you  call  a 
small  boat  at  the  end  of  the  Bund  to  take  you  to  the  College,  (d)  when  you 
buy  a  railroad  ticket  to  Samshui  ? 

21.  What  is  over-production?  What  effect  does  it  have  on  price? 
W^hat  remedies  can  you  suggest  for  the  sellers  ? 

22.  What  relation  does  the  expense  of  production  bear  to  price? 

23.  Does  the  price  of  books  depend  upon  the  price  of  paper,  or  does 
the  price  of  paper  depend  upon  the  price  of  books?     Why? 

24.  Why  does  a  railroad  offer  a  round-trip  fare  for  less  than  twice  the 
single  fare  ? 

25.  W'hy  docs  an  electric  light  company  supply  light  at  a  lower  price  to 
large  consumers  than  to  small  consumers? 

26.  Why  does  the  market  price  of  a  commodity  ever  fall  below  the 
expense  of  production .'' 

27.  What  classes  of  business  are  subject  to  conditions  of  decreasing 
expense  of  production  per  unit  of  product.^  Are  such  businesses  likely  to 
produce  on  a  large  scale?     Are  they  likely  to  become  monopolistic? 

28.  Give  examples  of  joint  products  and  by-products.  What  determines 
the  prices  of  such  products? 

29.  Distinguish  between  constant  and  variable  expenses.  Name  the 
constant  and  the  variable  expenses  (a)  in  the  production  of  a  printed  book, 
(b)  in  the  making  of  shoes  by  the  village  cobbler. 

30.  The  price  of  a  commodity  is  sometimes  said  co  be  determined  by 
the  cost  of  reproducing  it.  Criticize.  Is  this  true  for  the  price  of  a  ship,  of 
a  famous  painting,  of  an  old  book,  of  a  bicycle,  of  meteoric  iron  ? 

31.  What  commodities  have  been  most  seriously  affected  in  price  by  the 
European  War?     Explain. 

iZ.      Why  is  no  general  rise  or  fall  of  prices  conceivable? 
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V.  DISTRIBUTION 
A.  Problem  of  Distribution 

1.  Prof.  Clark  describes  production  as  a  synthesis  and  distribution  as  an 
analysis.      {Essentials  of  Economic  Theory,  ch.  v).      P^xplain. 

2.  What  is  the  problem  of  distribution  ? 

3.  Did  Robinson  Crusoe  have  to  consider  the  problem  of  distribution'/ 
Do  the  monks  at  the  Teng  Woo  monastery?  Does  the  manufacturer  of 
typewriters?     For  which  is  the  consideration  of  the  problem  most  essential? 

4.  Distinguish  between  distribution  and  exchange. 

5.  What  relation  exists  between  distribution  and  cost  accounting? 

6.  Is  the  actual  distribution  of  wealth  always  governed  by  the  economic 
laws  of  distribution  ?     Is  it  usually  so  governed  ?     Give  illustrations. 

7.  Nearly  all  commodities  are  joint  products  of  different  agents  in 
production.  Is  it  possible  to  determine  precisely  the  value  share  contributed 
by  each  factor?  Is  it  possible  to  determine  finally  and  positively  the  shares 
in  distribution? 

8.  Faulty  or  unfair  distribution,  or  the  impression  that  such  unfairness 
exists,  is  generally  regarded  as  responsible  for  practically  all  economic  conflict. 
Would  a  perfect  system  of  distribution  guarantee  us  economic  peace? 

9.  When  people  have  different  opinions  as  to  whether  or  not  a  certain 
system  of  distribution  is  fair,  who  shall  decide?  What  can  the  economist  do 
in  the  matter? 

10.      Fill  out  the  following  table. 


Productive  Agent 

EcoNOMio  Product 

IS  CALLED 

Economic  Owner 
OF  Product  is  called 

L-nd 

Labor 

Capital 

Business 
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B.  Rent 

1.  Distinguish    between    economic    rent    and  contract  rent.      Strictly 
speakino;,  is  the  latter  always  rent? 

2.  Is  the  croivn  rent  paid  in  Hongkong:  rent  in  the  economic  sense: 
S.      What  is  the  basis  of  rent? 

4.  Suppose  all  land  were  equally  productive,  would  there  be  any  rent? 

5.  Suppose  all  land  were  equally  fertile,  wpuld  there  be  any  rent? 

6.  Does  marginal  land  yield  a  rent .' 

7.  May  land  be  infra-marginal  for  use  in  agriculture  and  supra-margi- 
nal for  use  as  support  for  buildings?      Give  an  example. 

8.  What  is  a  marginal  opportunity  in  the  use  of  land?      How  is  this 
different  from  marginal  land? 

9.  What  determines  the  rent  of  land,  its  best  or  its  poorest  use? 

lU.  Is  there  any  difference  in  the  productivity  of  an  e.\tensi\c  or 
an  intensive  marginal  opportunity  in  the  use  of  a  natural  agent? 

11.  Why  must  we  pay  rent  to  a  landlord  for  the  use  of  his  land? 

12.  Suppose  a  man  has  access  to  different  grades  of  land,  each  yielding 
a  differential  return  as  successive  units  of  labor  and  capital  are  applied  (each 
unit  for  convenience  valued  at  SlOU),  as  shown  by  the  following  table: 


Units  of  Labor 

k 

GRADE 

OF  LAND  AND  YIELD 

and  Capital  ($100  each) 

B 

1 

'    .D     ! 

E 

First  Unit 

«40 

i-m 

:-20 

1   '''     , 

S5 

Second  Unit 

:^o 

20 

15 

1          ^ 

3 

Third  Unit 

15 

10 

{) 

1          ^ 

1 

Fourth  Unit 

8 

o 

4 

3 

1 

0 

Fifth  Unit 

4 

3 

•) 

\           1 

0 

Sixth  Unit 

'I 

1 

1 

1           "^ 

\ 

0 

(aj  Suppose  he  has  SlOOO  to  invest  on  this  land,  how  will  he  distribute 
the  investment .' 
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(b)  If  rhe  iu>nnal  return  from  other  similar  investments  for  labor 
and  capital  is  5  per  cent,  how  much  would  he  invest?  Check  with  a  cross 
the  marginal  opportunities,  and  with  a  circle  the  no-rent  opportunities. 

(c)  If  the  normal  return  should  fall  to  3  per  cent,  what  no-rent 
opportunities  would  become  either  marginal  or  rent  opportunities? 

(d)  Assuming  5  per  cent,  as  the  normal  return,  what  would  be  the 
economic  rent  for  land  A  .'  For  land  B?  For  land  E?  What  would  be  the 
/tf/a/ economic  rent? 

(e)  Capitalizing  the  rent  at  the  current  rate  of  interest  is  a  common 
method  of  determining  the  value  of  land.  Assuming  the  current  rate  as  5  per 
cent,  what  would  be  the  value  of  land  A?     Of  land  B?     Land  C? 

13.  Will  contract  or  commercial  rent  ever  exceed  economic  rent? 
Explain. 

14.  Give  some  examples  of  no-rent  land. 

15.  Is  no-rent  land  ever  sold?     Why  does  it  have  value? 

16.  Whj-  is  the  rent  of  a  natural  agent  liable  to  change  from  time  to 
time  ? 

17.  Compare  the  erecting  of  many-storied  buildings  with  intensive  agri- 
culture. 

18.  E.xplain  why  the  rent  of  a  mauofland  in  Canton  cit>  is  much  greater 
than  that  of  a  mau  of  land  in  the  country  near  Canton  Christian  College. 

19.  Show  how  the  invention  of  the  passenger  elevator  or  lift  has  greatly 
increased  the  rents  of  urban  business  sites. 

20.  What  effect  does  the  operation  of  the  principles  of  demand  and 
supply  have  upon  rent? 

21.  Ricardo  defined  rent  as  "that  portion  of  the  produce  of  the  earth, 
which  is  paid  to  the  landlord  for  the  use  of  the  original  and  indestructible 
powers  of  rhe  soil."  (Political Economy,  ch.  in).  Point  out  the  inaccuracies 
of  this  definition. 
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II.  "  Corn  is  not  hiijh  because  a  rent  is  paid,  but  a  rent  is  paid  because 
corn  is  high,  and  it  has  been  justly  observed  that  no  reduction  would  take 
place  in  the  price  of  corn,  although  landlords  should  forego  the  v.bole  of 
their  rent."  (Ricardo,  Political  Economy,  ch.  ii).  Do  you  agree  with  the 
statement?     Defend  your  answer. 

23.  In  general,  what  will  be  the  effect  on  rent  of  (a)  a  rise  in  the  price 
of  natural  products,  (b)  an  improvement  in  transportation  facilities,  (c) 
improved  methods  of  agriculture,  (d)  a  tax  on  land,  (e)  such  a  change  in 
climate  a>  a  decreasing  rainfall,  (f )  an  improvement  in  the  hcalthfulness  of 
the  region. 

24.  Show  by  a  diagram  how  an  increase  in  the  selling- price  of  a  natural 
product,  other  conditions  remaining  the  same,  will  increase  rent,  (a)  by 
increasing  the  rent  on  each  rent  opportunity,  and  (b)  by  extending  the 
margin  of  cultivation. 

25.  Dem  jnstrate  graphically  in  a  similar  manner  the  effect  on  rent  of  a 
decrease  in  the  expenses  of  production. 

26.  Suppose  the  government  were  to  !e\  y  a  tax  of  lU  per  cent,  of  the 
economic  rent,  could  the  landlord  for  that  reason  increase  the  price  of  the 
products  from  his  land  to  the  consumer? 

27.  Show  by  a  diagram  how  theoretically  it  would  not  be  possible,  com- 
petition being  free,  for  a  landlord  to  shift  to  a  tenant  any  portion  of  a  tax  on 
economic  rent. 

28.  Is  economic  rent  one  of  the  expenses  of  production  ?  Does  the 
payment  of  rent  affect  the  price  of  the  goods  produced  on  the  rented  land? 

29.  Prices  are  often  lower  in  Honam  than  in  Canton  city  Arc  rents 
also  lower.''      Does  this  disprove  your  answer  to  Question  28?     Explain. 

30.  What  is  meant  by  an  "  unearned  increment ' '  ?  Cite  some  examples 
with  which  you  are  familiar. 

31.  Why  are  land  values  higher  in  proportion  to  rent  in  new  and 
developing  communities  than  in  old  and  settled  communities? 

32.  Suppose  all  land  were  owned  by  the  government.  \\'hat  would 
become  of  rent? 
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3i.  In  some  European  countries  much  of  the  land  is  owned  by  a  few 
rich  lords.      What  effect  does  this  have  upon  contract  rents?     Why? 

34.  Compare  the  notion  of  consumer's  surplus  with  that  of  rent. 

35.  Suppose  Mr.  A  lives  in  Hongkong  and  rents  some  rice-land  in 
Kwangtung  for  SlOO  each  year.  Does  iVIr.  A  earn  the  SI  00?  Does  the 
tenant?     Who  really  does  earn  it? 

36.  On  what  basis  can  we  justify  the  receipt  of  rent  by  the  landlord  ."^ 

37.  What  is  the  general  method  by  which  the  value  of  any  natural  agent 
is  determined  ? 

C.   Wages 

J.      Wage  Theories. 

1.  What  are  economic  wages? 

2.  Distinguish  between  nominal  and  real  wages.  Which  are  of 
'greater  importance  to  the  wage  earner.^ 

3.  Are  the  following  forms  of  income  to  be  regarded  as  wages  in  the 
economic  sense,  either  wholly  or  in  part:  (a)  that  received  by  the  farmer 
from  the  sale  of  his  rice;  (b)  the  salary  of  the  teacher;  (c)  the  money  you 
pay  the  ricksha  runner;  (d)  the  income  of  the  gambler  from  his  profession; 
(e)  the  tips  or  gratuities  received  by  the  waiter  in  a  restaurant:  (f)  the 
allowance  your  father  or  guardian  gives  you  while  at  college;  (g)  the  royalty 
granted  an  author ;^h)  the  "  squeeze"  of  a  compradore;  (i)  the  fee  paid  a 
lawyer  for  his  advice? 

4.  Sometimes  a  workman,  as  for  example  a  soldier,  sailor,  farmer,  or 
teacher,  is  allowed  his  quarters  or  his  board  or  free  transportation,  etc.  Is 
this  allowance  to  be  regarded  as  a  portion  of  his  wages? 

5.  The  college  does  not  charge  a  fare  from  the  pilot  on  the  college 
'f^   launch.      Does  the  pilot  regard  this  free  transportation  as  a  part  of  his  wages? 

Explain. 

6.  Country  laborers  often  receive  lower  money  wages  than  city 
laborers.  Does  this  necessarily  mean  that  the  real  wages  are  lower  in  the 
country? 
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7.  \Vhat   was  the   subsistence   theory  or  iron  law   of   wages?        (See 
Ricardo,    PoUtical  Economy,  ch.   v,  especially  the  first  section  of  the  chapter). 

8.  is  it  true  that   wages  cannot  continue  indefinitely  below  the  subsis- 
tence marijin  ?     \\  hat  happens  when  washes  do  fall  below  this  niarjrin '.' 

9.  What  effect  does  a  high  standard  of  li\ing  ha\e  upon  wages? 

10.  Can  laborers  get  more  in  wages  than  the  value  of  their  product? 

11.  State  in  your  own  words  the  wages  fund  theory.  (See  Jarres  Mill, 
Elements  of  Political  Economy  (2nd  ed.,  1824),  ch.  li,  sec.  ii;  Marshall, 
Wright  and  Kield,  Materials,  p.  645-646). 

12.  What  effect  will  a  large  supply  of  laborers  tend  to  ha\e  upon  wages.' 
\i.      What  effect  will  the  creation  of  new  opportunities  for  the  employ- 
ment of  labor  (give  examples.!  tend  to  have  upon  wages  .' 

14.  What  is  meant  by  a  "unit  of  labor"?  Are  all  laborers  equally 
productive.' 

15.  ^\'hy  are  wages  for  the  same  kind  of  labor  often  higher  in  one  part 
of  the  world  than  in  another.^ 

16.  Suppose  a  laborer  working  on  a  no-rent  opportunity  produces  SlOO. 
An  additional  workman  increases  the  total  product  to  $180,  and  a  third  to 
$240.  Assuming  that  all  three  laborers  are  equally  efficient,  what  is  the 
highest  wage  that  each  may  receive  in  order  that  all  three  may  be  employed? 

17.  What  is  the  "specific  product"  added  by  the  first  laborer  in 
Question  16?     The  second?     The  third? 

18.  Might  the  wages  of  each  be  fixed  at  $80  ?  Why?  Who  gets  the 
surplus  if  the  wages  of  each  be  fixed  at  $60? 

19.  Are  the  opportunities  for  the  employment  of  labor  subject  to  a  law 
of  increasing  or  decreasing  returns? 

20.  Reconcile  the  "supply  and  demand"  theory  and  the  "specific 
productivity"  theory  of  wages. 

21.  State  your  own  theory  of  wages. 

22.  All  laborers  potentially  competitors  of  each  other.'  Explain  your 
answer. 
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2.^.  In  our  modern  socialized  industrial  system,  the  capitalist  or  the 
entrepreneur  usually  advances  the  wages  to  the  laborer,  discounting  the  wages 
paid  by  an  amount  sufficient  to  reimburse  him  for  his  trouble.  Does  this 
disprove  your  theory  of  wages  ? 

24.  Does  the  payment  of  wages  depend  upon  capital.'' 

25.  To  what  extent  does  the  expense  of  training  affect  wages  in  such 
professions  as  medicine,  law,  engineering,  etc.  ? 

26.  Other  conditions  being  the  same,  are  wages  paid  with  regard  to  or 
in  proportion  to  (a)  the  agreeableness  of  the  labor,  (b)  the  amount  of 
danger  involved,  (c)  the  sex  of  the  laborer,  (d)  the  benefit  resulting  to 
society  ? 

27.  To  what  extent  are  wages  affected  by  custom? 

28.  How  shall  we  determine  the  wages  due  for  occasional  labor,  such 
:is  to  a  mender  of  old  clothes  or  the  workman  who  comes  to  cut  the  grass? 

29.  Teachers  and  preachers  are  usually  '  underpaid"',  and  receive 
smaller  salaries  than  doctors  or  lawyers  with  similar  training  and  ability. 
How  do  you  explain  this? 

.^0.  Suppose  a  laborer  were  to  possess  a  monopoly  of  his  service,  such 
as  being  the  only  boatman  along  the  Bund,  an  undertaker,  or  a  famous  singer. 
What  would  determine  the  wage  he  may  secure.? 

.U.  Charlie  Chaplin,  a  well-known  moving-picture  comedian,  is  said  to 
be  paid  more  than  half  a  million  dollars  a  year  for  his  services.  From  the 
economic  point  of  view,  does  he  earn  this  high  salary? 

M.  On  what  grounds  may  an  eminent  doctor  charge  a  fee  of  ;SlOOO  for 
a  ser\  ice  of  only  an  hour  rendered  to  a  rich  man  but  make  no  charge  for  a 
similar  service  rendered  to  a  poor  man?  ^Vhy  does  not  competition  prevent 
him  from  doing  so  ? 

^^.  Francis  A.  Walker  {Folitiiol  Economy,  p.  248-251)  advanced  the 
theory  that  waives  are  a  residuum;  that  is.  Wages  equal  Total  Product 
minus  Re>jt  minus  Interest  minus  Profits.  Hence  any  increase  in  the 
product  due  to  general  impro-.ement  in  processes  must  accrue  only  to  the 
laborer.      Criticize  his  idea. 
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H.  Henry  Georire  {Proj^ress  and  Poverty,  p.  170-172  '  regarded  wages 
Und  interest)  asvwhat  was  left  after  rent  had  been  subtracted  from  the  total 
product.  He  argued,  therefore,  that  wages  are  to  be  determined  V\  the 
product  of  labor  on  free  i  no-rent)  land.      Criticize  his  idea. 

II.        \V'aGE  InCRKASK  and   RtFORM. 

1.  Point  out  the  advantages  to  the  laborer  of  collective  bargaining  over 
individual  bargaining.  'See  Commons  and  Andrews,  Priuciphs  of  Labor 
Legislation,  ch.  ii  and  in,  especially  p.  91-95,  115-120;  Mitchell,  Orgariixed 
Labor,  ch.   \) . 

2.  What  is  to  be  said  for  and  against  the  establishment  by  law  of  a 
minimum  wage? 

^.  Is  it  practically  possible  to  determine  precisely  what  the  economic 
wage  of  a  laborer  should  be?     Is  it  possible  to  determine  its  range  or  limits? 

4.  When  is  the  most  opportune  time  for  the  laborer  to  seek  higher 
wages"  'See  Clark,  T/ie  Minimum  Wage,  in  the  Atlantic  Monthly,  vol. 
cxn,  p.  289  ff). 

5.  In  case  a  larger  product  becomes  possible,  due  to  improvements  in 
industry,  is  it  socially  desirable  that  this  increased  return  be  directed  into 
higher  wages  or  higher  profits  ?     Why  ? 

6.  Is  it  wise  or  fair  for  the  laborers  to  ha\  e  no  control  o\er  the  op- 
portunities for  their  employment? 

7.  What  are  some  of  the  methods  used  by  laborers  to  assure  themselves 
a  voice  in  the  control  of  the  conditions  of  employment? 

8.  Discuss  the  effectiveness  of  (a)  the  strike,  (b)  the  boycott,  and  (c) 
violence,  as  means  of  securing  higher  wages. 

9.  Trace  briefly  the  general  trend  of  wages  in  Europe  since  the  15th 
Century. 

10.  What  has  been  the  relative  share  in  distribution  accruing  to  labor 
(real  wages)  in  the  United  States  since  1850?  (See  King,  JVealth  and  In- 
come of  the  People  of  the  United  States,  p.  lb.^-207.  Study  especially  Fig.  19 
on  p.  161 ). 
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11.  What  has  been  the  trend  of  waives  in  China  in  recent  times? 
Account  for  the  fact  that  wages  has  been  increasing  in  the  cities  faster  than 
in  the  rural  districts. 

12.  Suppose  a  workman  got  $15  a  month  wages  in  1910  and  $20  a 
month  in  1918.  Suppose  also  that  the  prices  he  has  to  pay  for  the  consump- 
tion goods  he  buys  have  increased  on  the  average  40  per  cent.  Have  his 
nominal  wages  increased?  His  real  wages?  Is  he  better  off  or  worse  off  in 
1918  than  in  1910? 

1.^.      What  is  social  insurance? 

14.  What  effect  does  the  existence  of  a  system  of  social  insurance  have 
upon  the  laborer  s  condition  ?  Should  the  expense  of  this  insurance  be  borne 
by  the  laborer  or  by  the  industry.^      Why? 

15.  What  are  the  commoner  causes  of  unemployment? 

lb.  Outline  some  practical  plans  for  the  prevention  of  unemployment. 
(See  the  pamphlet  of  the  Jmencan  Associaiion  for  Labor-  LegisloUon  on  this 
subject,  1914;  also  statement  in  revised  form  in  American  [yABOR  Legis- 
lation Review,  vol.  v,  p.  171  ff). 

17.  What  are  the  chief  aims  of  labor  organizations?  (See  Webb, 
Industrial  Democracy,  and  Mitchell,   Org^aJiixed  Labor). 

18.  How  are  laborers  organized  in  China .^  What  is  the  purpose  of 
these  organizations? 

19.  Show   the   e\  il    resulting   from   the   custom    of   employment    one's 

friends"   or  relatives  when  they  are  not  the  most  efficient  men  available. 
What  effect  does  this  custom  tend  to  have  on  wages  f 

2U.  Ill  what  ways  has  the  state  interfered  in  distribution  so  as  to  improve 
the  status  of  the  laborer? 

21.  What  is  an  uuinstrial  cofnmission  and  what  function  does  it  perform? 
(See  Commons,   Labor  and  .hi tninhtraUon,  ch.   xxil). 

11.  Why  are  Chinese  laborers  in  the  United  States  and  Canada  paid 
lower  wages  than  American  laborers  for  the  same  kind  of  labor?     Is  this  fair.' 

IS.  Why  have  the  American  laborers  opposed  the  admittance  of  Chinese 
coolies  into  America.'      (See  Coolidge,  Chinese  hnmigralion,  1909;  Healy  and 

Ni  Poon  Chew,  A  Statnneni  for  Non-Exclusmu  1905). 
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24.  Is   the    problem    of  wa^es  in   China  likel\    to  become  more  or  less 
complex  as  time  <ioes  on:      Gi\e  your  reason>. 

25.  Show  the  need  for  adequate  labor  statistics  in  China. 

D.    Interest 

1.  Distinguish  between  economic  interest  and  contract  interest. 

2.  \V'hat  elements  are  included  in  contract  interest .' 

L--  .1.      fLxplain  why  an  investment  that  offers  you  an  extraordinarily  hieh 

interest  return  is  usually  unsafe. 

*  4.      What  do  we  mean  by  the  rate  of  interest? 

*  5.      Why  is  interest  paid?      Criticize  the  idea  that  interest  is  paid  for  the 
use  of  money. 

f(  6.      Suppose  you  were  to  oflFer  a  bank  SlUOO  for  a  year,  with  the  pro\  i- 

sion  that  the  money  should   not  be   used.      ^\'ould  the  bank  a<rree  to  pa.\'  in- 
terest ? 

7.  Examine  critically  the  following:  quotation:  "Where  formerly  in- 
terest was  paid  for  the  "sacrifice  involved  in  creating  it,  to-day  there  is  no 
sacrifice  involved  in  creating  capital.  To-day  interest  is  paid  to  preserve 
capital."      (  Nearing  and  Watson,  jfc'c(5«oArt/o-,   p.  .^5J). 

8.  Is  interest  a  fair  measure  of  the  cost  li.e.  sacrifice. I  in\c)lved  in 
in  preserving  capital  ? 

>•  9.      Would  people  save  if  there  were  no  interest?     Why? 

10.  The  mediaeval  church    forbade  the  taking  of  interest.      Was  this 
policy  justified,  from  the  point  of  view  of  sound  economics .' 

11.  Suppose  a  corporation  declares  an  unearned  dividend  on  its  capital, 
does  the  stockholder  receive  economic  interest? 

12.  Can  capitalists  receive  more  for  the  use  of  their    capital    than    it 
produces  ? 

13.  Is  all  capital  equally  productive?     Are  all  opportunities  for  the  use 
of  capital  equally  productive  ? 

14.  Are  all  investments  in  specialized  capital  likely  to  be  equally  profit- 
able? 


(41) 


15.  What  would  he  a  maioinal  opportunity  for  the  employment  of 
capital  ? 

16.  What  effect  would  an  abundance  in  the  supply  of  capital  tend  to 
have  on  this  margin  ■■     Why? 

17.  Distinguish  between  the  saving  of  capital  and  hoarding. 

18.  Why  does  the  interest  rate  tend  to  be  fixed  by  the  earnings  of 
capital  employed  on  a  marginal  opportunity? 

19.  Interest  is  either  explicit  or  implicit.  Explicit  interest  is  man- 
ifested in  loan  contracts.  Implicit  interest  is  manifested  in  the  prices  paid 
for  goods  or  for  the  use  of  goods.      For  example: 

(a)  A  producible  good  sells  for  a  price  higher  than  its  costs  in  other 
goods  and  labor. 

(b)  A  produced  good  hires,  or  rents,  for  a  price  more  than  sufficient 
to  return,  in  time,  the  capital  value  of  the  good. 

vc)    A  non-producible   income-bearing  good   sells   for  a  price  lower 
than  the  sum  of  expected  incomes. 

Illustrate  each  of  these  three  cases  of  implicit  interest."      (Hayes) 
2U.      Sometimes  capital  is  borrowed  for  purposes  of  comsumption ;  for 
example,  a  man  who  is  sick  may  borrow  in  order  to  provide  himself  with  food 
and  medical  attention.      What   determines   the  rate   of  interest   he   will   be 
willing  to  pay.^ 

21.  In  what  way  and  to  what  extent  is  interest  affected  by  (  a  )  custom, 
(b)  ignorance,  (c)  seasons  of  the  year,  (d)  a  business  crisis,  (e)  geography, 
(f )  government  interference? 

11.  T"o  a  certain  extent  labor  and  capital  may  be  substituted  one  in  lieu 
of  the  other  and  hence  may  be  in  competition.  What  economic  consequences 
follow  to  wages  and  to  interest?     Is  this  true  for  all  kinds  of  labor?    • 

IS.  Suppose  that  in  a  certain  industry  wages  are  $\  per  day  and  the 
interest  rate  for  capital  is  established  at  about  7  per  cent.  What  may  be  said 
to  be  the  economic  relation  between  labor  and  capital  under  the  conditions 
named,  if  either  may  be  sustituted  for  the  other? 

24.  Are  capital"  and  "labor"  to  be  regarded  as  "enemies"  of  each 
other? 
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25.  The  statement  is  often  made  that  wages  and  interest  rise  and  fall 
together.  (E.g.,  George,  Progress  an fJ  Poverty,  t^i.  2T) .  Is  this  necessarily 
true  ? 

26.  Why  is  the  rate  of  economic  interest  higher  in  Canton  than  in  New 
York  or  London  ? 

27.  Why  does  the  Chinese  government  have  to  pay  high  rates  of  interest 
on  its  loans  ? 

28.  Why  is  it  that  a  government  can  usually  borrow  capital  at  a  lower 
interest  rate  than  a  private  person.' 

29.  What  effect  on  interest  (if  any)  will  probably  follow  the  completion 
of  the  railroad  between  Canton  and  Hankow?     Why? 

30.  What  eflFect  does  the  mobility  of  capital  tend  to  have  on*  interest 
rates?     Why.? 

31.  Explain  why  short-time  loans  usually  bear  a  higher  rate  of  interest 
than  long-time  loans. 

il.  Under  what  conditions  will  the  rate  of  interest  tend  to  be  steadier, 
when  the  percentage  of  capital  that  is  free  is  relatively  large  or  small 
compared  to  the  specialized  capital.' 

ii.  Compare  or  contrast  the  returns  from  a  high-grade  government 
bond  with  the  returns  from  a  real  estate  mortgage  bond  w<th  regard  to  (a) 
the  rate  of  interest  offered,  (b)  the  ease  of  collection,  (c)  the  possibility  of 
legal  difficulty,  (d)  insurance  or  danger  of  loss,  (e)  marketability,  and  (f) 
stability  of  value. 

34.  Of  what  importance  is  "  security"  and  "  collateral  "  in  determin- 
ing the  rate  of  contract  interest? 

35.  To  what  extent  is  the  amount  of  capital  required  variable?  After 
the  European  War,  is  the  amount  of  capital  required  likely  to  be  more  or 
less  than  before  the  war?     Give  your  reasons. 

36.  What  effect  has  the  European  War  had  on  the  interest  rates?  On 
the  price  of  stocks?     Of  bonds? 

37.  Which  would  you  expect  to  be  depreciated  the  more  by  a  rising 
interest  rate,  stocks  or  bonds?     Why? 
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38.  "  Suppose  that  a  newly  invented  machine  at  present  pays  more  than 
the  prevailing  rate  of  net  return  in  its  cost  price.  Is  this  situation  likely  to 
continue?  Under  competitive  conditions,  will  the  earning  power  of  the  new 
machine  and  the  earning  power  of  other  machinery  be  equalized?  How?" 
(University  of  Chicago  Outlines^. 

39.  Draw  a  diagram  to  show  how  the  rate  of  interest  tends  to  be  fixed 
at  the  point  where  the  marginal  sacrifice  (cost  of  savingj  equals  the  marginal 
productivity  of  capital. 

40.  The  following  interesting  table,  showing  the  different  factors  that 
enter  into  the  determination  of  the  rate  of  interest,  was  prepared  by  Prof. 
W.  I.  King. 

The  Rate  of  Interest  depends  upon 

I.  The  Supply  of  loanable    funds    obtained    from    persons    of    low    rates   of   time 
preference  because  of 

A.  Confidence  in  future  safety  of  earnings,  which  depends  upon 

1.  Stable  government  '' 

2.  Good  savings  institutions  and  law.'^ 

B.  Large  present  income 

C.  Anticipation  of  small  future  income 

D.  Clear  view  of  urgency  of  future  needs,  due  to 

1.  Education 

2.  Natural  prudence 

II.  The     Demand     for    loanable    funds    by    persons     with    high    rates     of    time 
preference,  such  as 

A.  Entrepreneurs,  because  of  productivity  of  capital  which  varies 

1.  Directly  with 

(a)  Supply  of  labor 

(b)  Supply  of  natural  resources 

(c)  Supply  of  entiepreneurial  ability 

2.  Inversely  with 

(a)  Supply  of  capital 

B.  Consumers,  because  of 

1.     Intense  present  wants 
Small  present  income 
High  estimate  of  uncertainty  of  future 
.Vnticipation  of  large  future  incomr 
Hazy  V  ew  of  importance  of  future  wants,  due  to 

(a)  Ignorance 

(b)  Natural  improvidence 

Indicate  which  of  the  elements  you  think  are  important  in  determining 
the  rate  of  interest  on  (a)  Chinese  government  bonds,  (b)  investments  in  a 
new  railroad,  (c)  pawn-shop  loans,  (d)  money  a  farmer  borrows  to  improve 
his  land. 
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41.  In  the  book  Economic  Conditions  in  the  Philippines  (p.  344),  by  Hugo 
H.  Miller,  the  followinir  reasons  are  ascribed  for  the  existence  of  hich 
interest  rates  in  the  Philippine  Islands: 

1.  Tlie  amount  of  capital  is  not  great. 

2.  Much  wealth  is  borrowed  for  consumption  rather  than  production. 

3.  Money  lenders  take  advantage  of  the  ignoranc-e  and  the  antipathy  of  borrowers. 

4.  Lack  of  clear  title  to  lands,  the  chief  form  of  wealth  in    the   Philipianes, 
prevents  land  from  beng  good  security  for  loans. 

5.  Lack  of  banking  and  credit  system  results  in  wealtli  Vjeing  iioarded  instead  of 
being  used  to  tinance  productive  entirrprises. 

Compare  or  contrast  the  conditions  in  China  with  those  in  the  Philip, 
pines,  on  each  of  the  five  items. 

E.    Profits 

1.  How  does  the  economist's  use  of  the  term  profits  differ   from  that 
of  the  business  man.' 

2.  Are  profits  to  be  included  in  the  expenses  of  production  ; 

3.  Should  the  income  of  the  business  managfer  be   rey:arded   as   profits 
or  as  wages  ?     Why  ? 

4.  Are  "wages  of  management"  to  be    included    in   the  expenses  of 
production? 

5.  Comment  on  the  following  quotation:    "Care  should  be  taken  to 
avoid  combining  'profits'  and  the  'entrepreneur's  wage.'      Profits  should  be 

defined  as  the  excess  of  capital  return  over  a  normal  interest  rate The 

entrepreneur's  wage  should  be  treated  simply  as  one  class  of  returns  for 
personal  service.  This  distinction  is  particularly  necessary  in  order  to 
avoid  giving  false  impressions  as  to  social  possibilities  through  profit  sharing 
with  employees."  (American  Statistical  Association,  Quarterly  Publications^ 
vol.  XV,  p.  797,  Sept.  1917).  Explain  by  the  use  of  examples  the  last 
sentence  of  the  quotation. 

6.  Does  the  bondholder  receive  interest  or  profits."      Does  the  stock- 
holder receive  interest  or  profits.'' 

7.  Why  do  profits  tend  to  a  minimum.'  Explain  in  this  connection 
Seager's  statement  that  "  competitive  profits  (or  losses)  arise  in  consequence 
of  deviations  of  market  from  normal  conditions."  (Seager,  Principles  of 
Economics^  p.  198). 
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8.  Distintjuish  between  tiioss  proHts  and  net  profits. 

9.  Are  diminishing  returns  synonomous  with  reduced  profits? 

10.  What  are  the  sources  of  pure  profits? 

11.  What  are  the  sources  of  monopoly  or  speculative  profits?  Of 
aleatory  or  "chance"  profits? 

12.  Is  it  possible  to  eliminate  all  risks  in  industry?  Would  there  con- 
tinue to  be  risks  in  production  under  government  ownership  of  industry? 

13.  Name  industries  or  businesses  which  especially  might  gain  profits 
or  suffer  unexpected  losses  (indicate  which)  due  to  (a)  the  fluctuating  ex- 
change rate  of  silver  to  gold,  (b)  fluctuating  exchange  rate  of  large  silver  to 
small  silver,  (c)  the  weather,  (d)  discovery  or  invention  of  new  processes 
or  machinery,  (e)  unexpected  competition,  (f)  increased  transportation 
charges,  (g)  the  European  War,   (h)  a  new  high-tariff  law. 

14.  What  risks  does  the  Ling  Naanfi  Dairy  Co.  have  to  assume.^  The 
publisher  of  a  book.''     A  bank?     A  steamship  company.'' 

15.  It  is  said  that  at  first  no  publisher  was  willing  to  undertake  the 
publication  of  the  American  Revised  edition  of  the  Bible,  as  the  undertaking 
was  large  and  uncertain.  However  it  proved  to  be  a  very  popular  edition  and 
Thos.  Nelson  &:  Sons,  the  publishers,  have  made  large  profits  on  it.  To 
what  were  these  profits  due.''     Were  they  earned '• 

16.  Give  some  examples  of  profits  due  either  wholly  or  in  part  to  (a) 
natural  monopoly,  (b)  the  "unearned  increment,"  (c)  business  reputation 
and  good-will,  (d)  special  privilege,  (e)  dishonest  practices,  (f)  a  rapidly 
increasing  demand. 

17.  Show  how  a  business  may  secure  profits  by  threatening  or  terroriz- 
ing competitors.      Is  such  a  procedure  justifiable? 

18.  Why  did  steel  manufacturers  and  ocean  steamship  companies  make 
enormous  profits  at  the  beginning  of  the  f^uropean  War? 

19.  The  manufacturers  of  patent  or  proprietary  medicines  sold  in 
China  make  high  profits.      W^hy?     What  shall  we  say  of  such  profits? 

20.  Would  there  be  any  profits  if  the  government  v)wned  all  industries? 
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21.  What  can  be  done  to  keep  business  competition  on  a  fair  and  high 
plane  ? 

22.  Does  insurance  eliminate  losses  or  merely  distribute  the  losses  m  a 
manner  more  bearable  to  each  business".'     Explain.      Is  risk  diminished.' 

23.  Where  are  risks  the  greater,  in  a  stable  or  a  changing  industry.' 

24.  What  are  some  of  the  risks  a  farmer  must  assume.'  'See  Nourse, 
Agricultural  Economics,  p.  87b  fF). 

25.  Should  insurance  be  included  in  the  expenses  of  production? 

26.  "Insurance  is  really  just  one  form  of  gambling.  When  a  man 
insures  his  house  against  fire,  he  is  merely  gambling  that  his  house  will  be 
burned."      Point  out  the  error. 

27.  In  the  production  of  vegetables  by  the  College  Agricultural  Depart- 
ment, which  expenses  are  constant.'      Which  are  variable? 

28.  Can  the  law  of  marginal  productivity  be  applied  to  economic 
profits  s     Are  profits  subject  to  a  law  of  diminishing  returns? 

29.  Why  is  it  that  strikes  undertaken  at  times  when  prices  are  falling 
are  usually  failures  ? 

JO.      What  is  speculation? 

i\.      Is  speculation  ever  productive.' 

32.  Distinguish  between  industrial  and  commercial  speculation. 

33.  Are  market  gamblers  productive  of  wealth.'  Do  they  receive  "  pro- 
fits "  from  the  point  of  view  of  economics.' 

34.  Explain  the  process  of  market  "hedging."  Give  an  example. 
(See  Taussig,  Principles  of  Economics,  vol.  I,  ch.  11). 

35.  In  1912  and  1913  many  people  bought  Kwangtung  government 
paper  money  at  a  low  price,  and  held  it,  hoping  for  it  to  rise.  Were  they 
speculators.'      Was  their  activity  productive? 
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3o.  What  is  a  stock  exchange?  Is  it  a  useful  institution '/  (See  Hirst, 
The  Stock  Exchange,  Introduction:  Van  Antwerp,  Thf  Stock  Exchange  from 
Jf'  ithin,  ch.   i  and  ii). 

37.  How  should  we  class  the  income  of  a  stock  broker,  as  wages, 
interest,  or  profits? 

38.  How  can  we  distinguish  the  socially  desirable  speculation  from  that 
which  is  undesirable.'' 

39.  Why  is  the  accurate  and  frequent  determination  of  profits  of  more 
importance  to  a  corporation  than  to  a  partnership  or  a  single  proprietorship? 
(See  Mead,  Corporation  Finance,  ch.  xiv). 

40.  If  an  entrepreneur  is  making  much  higher  profits  than  others  in  the 
same  industry,  is  he  likely  to  pay  higher  wages  to  his  employees  or  a  higher 
rate  of  interest  on  his  borrowed  funds? 

41.  Will  a  business  be  entered  into  with  an  expectation  of  losses  instead 
of  profits? 

42.  Will  a  business  ever  be  continued  at  a  loss?     Explain. 

43.  It  is  said  that  monopoly  profits  are  more  likely  to  be  permanent 
than  competitive  profits.      Do  you  agree? 

44.  Can  the  law  of  marginal  productivity  be  applied  to  profits.?  If  so, 
state  it. 

45.  Do  you  regard  profits  a«  a  necessary  or  unnecessary  factor  in 
industry?     Give  your  reasons. 

46.  A  corporation  began  business  with  an  issue  of  $100,000  of  4 
per  cent,  bonds,  S250,000  of  7  per  cent,  cumulative  preferred  stock,  and 
$150,000  of  common  stock.  At  the  end  of  the  first  year  the  net  earnings 
were  $12,500,  and  at  the  end  of  the  second  year  the  net  earnings  for  that 
year  were  $35,000.  How  would  the  earnings  be  distributed  (a)  at  the  end 
of  the  first  year,  and  (b)  at  the  end  of  the  second  year? 
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F,  Reform  of  the  Distributive  System 

I.  W  h\  is  it  that  practically  all  problems  of  social  '  economic  J  reform 
are  primarily  concerned  with  distribution  rather  than  production,  consump- 
tion and  exchan<re? 

'2,  Do  you  belie\e  that  the  present  system  of  distribution  is  perfect? 
Do  you  believe  it  is  fair?     Why? 

A.  \Vh>  are  some  people  richer  than  others:  Sui^posc  that  wealth 
and  income  were  distril)vaed  to  e\  eryonc  eciualls .  would  diftereiices  in  wealth 
reappear?     Why? 

4.  Jt  has  been  demtjnstrated  that  in  the  United  States  2  per  cent,  of 
the  people  own  about  60  per  cent,  of  the  wealth,  and  in  the  United  Kingdom 
1  per  cent,  of  the  people  own  more  than  70  per  cent,  of  the  wealth.  VK'HU, 
JFcult/i  Olid  hicotm  of  the  People  of  the  V>iiterJ  States,  \).  9b).  Does  this  seem 
t.o  you  to  be  a  desirable  situation.'  How  do  you  account  for  the  fact  that 
wealth  is  more  concentrated  in  the  I  iiitcd  Kin^rdom  than  in  the  United 
Kingdom  than  in  the  United  States? 

6.  ^Vhat  effect  on  equality  of  opportunity  is  }j;i\en  by  la  i  a  system  of 
'^ood  free  schools,  (bi  a  democratic  y,overnment,  (c)  the  system  of 
primogeniture  in  inheritance,  (d)  monopoly  control,  le'  social  and  class 
distinctions? 

7.  Do  you  think  that  the  evils  in  faulty  distribution  arc  all  due  to  a 
single  cause? 

8.  Would  it  necessarily  be  advisable  for  the  same  remedial  procedure 
to  be  applied  to  the  same  problem  in  all  countries  or  at  all  times? 

9.  Are  political  parties  ever  based  upon  programs  of  economic  reform r 
Give  some  illustrations  with  which  you  are  familiar. 
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Id.  Discuss  the  (.leslrubiliiy  ot  the  iollowiny,  as  bases  for  the  disiiibutioij 
of  wealth:  (a)  every  person  to  receive  the  same  share,  (b)  every  family  to 
receive  the  same  share,  i,cj  to  each  according  to  the  amount  of  labor-time 
given,  (d)  to  each  according  to  the  value  of  his  labor  product  only,  (e)  to 
each  according  to  the  effort  or  sacrifice  made,  (f)  to  each  according  to  his 
needs,  (g)  to  each  according  to  the  value  of  the  service  given  by  himself 
and  the  agents  of  production  under  his  control.  -*  I 

11.  It  has  been  urged  that  no  restriction  or  regulation  whate\  er  he 
placed  on  the  operation  of  the  laws  of  economics  (laissez  faire).  Do  you 
think  such  a  policy  would  be  socially  desirable?     Why? 

12.  Is  a  high  tax  on  large  incomes  defensible?  Will  industry  he  re- 
tarded by  such  a  tax? 

13.  Is  the  taking  of  the  "  unearned  increment ""  defensible?  How  and 
when?      Will  industry  he  retarded  by  such  a  policy? 

14.  On  the  whole,  do  you  think  the  present  competitive  system  of 
distribution  is  fundamentally  sound,  or  do  you  think  a  radical  revolution  of 
the  system  is  desirable?     Gi\e  reasons. 

15.  Hroadl\  speaking,  it  is  not  the  desert  of  the  great  singer,  or 
artist,  or  surgeon,  or  captain  of  industry  which  justifies  his  receiving  such 
exceptionally  large  payment  for  his  services,  but  rather  the  welfare  of  people 
in  general."  {¥.  \l.  Taslori.  Defend  or  oppose  the  statement  given 
aho\  e. 

16.  Might  it  be  possible  for  economics  to  become  a  science  of  '  human 
welfare?" 

17.  Which  do  \ou  think  is  more  important  as  a  distributive  ideal, 
equality  of  wealth  or  equality  of  opportunity? 
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VI.  SOME  ECONOMIC  PROBLEMS 
A.  The  Single  Tax 

1.  \\  h.\  does  the  "unearned  incicnu-nt " "  find  its  most  <j:rncral  ap- 
pearance in  connection  with  land  values  .' 

2.  Suppose  a  big  company  secures  a  large  amount  of  cheap  land  and 
by  careful  planning  builds  up  a  city  upon  this  land,  as  was  done  by  the  United 
States  Steel  Corporation  when  it  built  Gary,  Indiana.  Is  the  increase  in 
land  values  that  results  to  be  reirarded  a^  un  unearned  increment? 

^.  Suppose  you  should  own  a  piece  of  valueless  land  and  a  railroad 
should  happen  to  be  built  near  it.  Would  it  be  proper  to  consider  the  in- 
crease in  value  of  that  piece  of  land  as  an  unearned  increment? 

4.  On  what  basis  nia\   private  propert\   m  land  be  iustified.' 

5.  Cirantinii  that  it  might  be  socially  desirable  to  take  away  frorn 
private  individuals  the  receipt  of  all  future  unearned  incretnents.  would  there 
be  any  ethical  objection?  Would  it  make  any  diff^erence  whether  or  not  thr 
future  increase  were  anticipated  or  not : 

6.  Does  land  value  seem  to  you  a  fair  basis  for  taxation  :  Con.sider 
(aj  existing  land  value,  (b)  anticipated  increases  in  land  \akK\  c)  un- 
expected increases  in  land  value. 

7.  VVhy  is  it  that  the  burden  of  a  tax  on  land  values  cannot  be  shifted 
by   the  landlord  to  an  other  .' 

8.  Will  a  tax  on  land  tend  to  depreciate  land  values.'  Suppose  the  tax 
were  exactly  equal  to  the  rent  of  the  land,  what  would  the  value  of  the  land 
become." 

9.  Is  a  heavy  tax  on  land  values  necessarih  svnonvnious  with  the 
single  tax  V 

10.  ^Vhat  is  the  "  single  tax  tripos  .'""   'See  Killebrown,    7'/y  ./  B  C  of 
'laxatioH,    part  i:  also  the  pamphlet.   A  Burdaihss  Tax,  by  the  same  author  \ 
Are  the  statements  of  the  "  tripos ' '  sound.' 

11.  Find  out  the  main   facts  of  the  life  of  Henry  George.      'See  Pal- 
grave,    Diclionory  of  Po/itira/  Eutiornw    or    Encxrlopartha    hnttaniiu.   Ilihed.). 
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11.        Outline  thr  iiKiiii  ;u<iuiiniU  i)t    P/oi;/Yi.>  tind  Foveriy. 

li.  \\^)uld  the  siiiLile  tax  result  in  a  yrcacer  product  Iroin  land  '.'  Would 
i\\i  prices  oF  natural  products  be  higher  or  lower/ 

1.4.  The  advocates  of  the  single  tax  propose  to  tax  the  site  value  onl'^ 
and  not  the  value  of  the  improvements.  Do  you  think  it  practicable  to  make 
thii  distinction?  Suppose  a  street  were  paved  by  a  city,  would  the  improve- 
ment thus  made  be  subject  to  the  tax  .' 

15.  Describe  the  land  tax  system  established  by  the  Germans  in  Kiau- 
chau.  i'bQt  "^ch^h^X,  The  Taxation  of  Lnn^l  Value,  ■p.  184-189).  Was  the 
tax  successful  as  a  ihifile  tax? 

lb.  Has  the  share  of  rent  in  distribution  been  increasing)  or  decreasing^, 
in  proportion  to  the  shares  received  by  other  agents  in  production''  On 
what  do  you  base  your  answer? 

17.  Criticize  the  following  quotation  :  "  Every  communit>,  whatever 
its  political  name  and  extent — village,  city,  state  or  province,  or  natior. — has 
its  own  unfailing  income,  growing  with  the  growth  of  the  community  and 
always  adequate  to  meet  necessary  governmental  expenditure."      '  Root,  Not 

a  Sin<rlr   J  ax,  p.   2). 

18.  Would  a  tax  on  vacant  supra-marginal  land  tend  to  bring  it  into 
use.''      Is  there  much  such  vacant  land  in  China.'      In  Canton'' 

19.  Would  the  complete  appropriation  of  economic  rent  by  taxation 
aftord  free  access  to  the  land  any  more  than  under  present  conditions? 
Why.^ 

20.  '"  Where  there  is  no  government  there  is  no  ground  [site]  rem." 
{'Thomas  G.  Shfar7iiati  and  his  Natuj-a I  Taxation,  p.    11'.      Do  you  agree? 

21.  Compare  or  contrast  the  theories  of  the  advocates  of  the  the  single 
tax  with  the  theories  of  the  physiocrats. 

XI.  From  what  class  or  group  of  people  do  you  suppose  the  single  tax 
would  receive  the  largest  support'-     Why'.' 

2->.  Would  the  atlniinistration  of  the  single  ta.\  he  eus>  or  difficult'' 
Gi\e  >our  reasons. 
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24.  How  uuuld  a  tax  on  future  increments  ot  land  value  he  attectt'.d  bv 
H  depreciation  in  the  value  of  the  medium  of  exchanger 

25.  \\  ould  the  sin<|le  tax  tend  to  encourage  or  to  discourage  imprcvf- 
mentsonlandr      Explain. 

26.  Do  you  think  the  proj>ram  of  the  single  tax  offers  an  adequate  solu- 
tion of  the  labor  problem  or  of  poverty.^ 

27.  Has  the  single  tax  movement  done  an>  permanent  good'.'  Any 
harm .' 

28.  Uo  you  think  the  plan  of  the  single  tax  reform  would  lead  to  yood 
results  if  adopted  in  China? 

29.  Find  out  what  you  can  of  Dr.  Sun  Yat  Sen's  advocacy  of  the  single 
tax.     See  Single  Tax  pamphlet,    China  i  Next  Step^  by  Sun  Yat  Sen. 

30.  Find  out  what  you  can  of  the  extent  of  the  single  tax  philosophy  in 
China.  (Sec  Miller,  S'tni^le  Tax  Yiar  Book  O^ulnqunnual  1917 }.  p.  188-192. 
.■109-.^  11  I. 

.>!.  Comment  on  the  following  quotation :  "The  single  tax,  we  claim, 
is  absolutely  just  and  equitable,  because  it  gives  to  e\ery  man  equal  (not 
joint)  access  to  the  land:  because  it  exacts  tribute  from  every  man  in 
proportion  to  his  use  of  the  land ;  because  it  leaves  untouched  the  wealth 
which  labor  creates;  taxes  for  the  public  use  only  a  value  of  its  cwn  creation 
upon  land  of  G^d's  creation,  giving  full  value  recei\ed  in  the  privilege  of 
exclusive  possession  and  hence  is  not  a  tax  at  all,  but  a  divinely  natural 
provision,  restoring  to  every  man  his  inalienable  share  in  the  \alue  of  land. 
•Fillebrown,  The  J  B  C  of  Taxation ,  p.   115-116). 

(a)  Would  the  single  tax  give  to  every   man  any  greater  oppor- 
tunity to  use  the  land  than  at  present .' 

(b)  Does  man  now  "pay  tribute"  in  proportion  to  his  use  of  the 
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'vC)   Would  wealth  created  by  labor  be  wholly  untouched.' 

(d)    Can  we  say  that  c\er\  man  has  an  "inalienable  share  in  the 
.Tnd  . 
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M.      l-'oini   oui   ilie    tallacics    i^ii  any'    in    the    loJJowiiiu    udv  enibcuKJiu 
which  appeared  in  an  American  maaazine : 


WHY   BONDS? 

rile  Nation  needs  inone>.  Bonds  extend  lon^ 
after  "  war  protits  "  end.  Tliey  increase  all  taxes, 
burden  industry  until  paid  and  ultimately  cost 
#2.00  for  every  $1.00  raised.  They  increase 
living  costs  and  reduce  ^^■age^. 

THINK  OR  PAY 

A  tax  on  land  values  onlv  will  rai^e  yearly 
$5,000,000,000,  will  abolish  all  other  taxes,  force 
idle  land  into  use,  increase  crops,  boom  industry 
and  perpetuate  real  prosperity. 

Investi^ate-«BooKlet    Free 
SINGIvE  TAX  l,K,AC,\JK,. 

Ar<len>   Delavi^are,  Dept.   B 

TAX    LAND 


.">..■>.  Malce  out  a  brief  Ar  die  siiitile  tax.  (See  article  Uy  Y.  \\  • 
Garrison,  Atlantic  Monthly,  vol.  cxii,  p.  737  ff.  ) 

i4.  Make  out  a  brief  tn^ainst  tlie  ,siny;le  tax.  'See  article  by  A.  S. 
Johnson,  Atlan'tic  Monthly,  vol.  cxiii,  p.  27  fF.  ' 

.iS.  Do  you  favor  the  single  tax'.'  Are  \oii  sympathetic  with  its 
program  ?     Explain  your  attitude. 

Mi.  Compare  the  ideas  of  Mencius  with  those  of  the  modern  advocates 
of  the  single  tax.  (See  article  by  Dr.  W.  E.  Macklin  on  Mencius  and  Some 
Other  Rrformrrs  of  China  in  vol.  xxxiii  of  Journal  of  the  China  Branch  of  the 
Royal  Asiatic  Society). 
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B.    Socialism 
1.     The  Basis,   1'rogram  anu  Ideal  of  Socjalism. 

1.  Distinguish    between    socialism,     communism,     syndicalism,    and 
anarchism. 

2.  Wherein  do   socialism  and  government  ownership  differ'       ^See 
Taussig,  Principles  of  Economics,  vol,  u,  ch.  64,  §4^ 

3.  What  is  the  socialist  goal?      (See  Kirkup,   J  Htstorx  of  Socio iism, 
p.  8-10;    Macdonald,  The  Socialist  Movement,  p.  xi  ^ 

4.  Does  socialism  seek  to  modify  production ;  consumption ;  exchange  : 
distribution  .'     How  in  each  case '' 

5.  Is  the  system  of  unrestricted  competition  productive  of  duplication 
and  waster      How  .'      Does  socialism  propose  to  remedy  this? 

6.  What  does  the  socialist  mean  by  ' '  capitalism  .' ' "      ( See  Macdonald. 
The  Socialist  Movement,  p.  54-5!)). 

7.  Explain  the  socialist  theory  of  value.      Quote  your  source. 

8.  What  was  the  theory  of  "  surplus  value  "'  of  Adarx:      {Das  Kapitnl, 
S.   141;  Hillquit,  Socialism  in  Theory  and  Practice,  p.    157). 

9.  Criticize   the   Marxian  theory   of  value  and   surplus   value.      (Sec 
Simkhovitch,  Marxism  vs.  Socialism  ) . 

10.  Could  a   socialist   state  dispense  with  the  problem  of  rent,  interest, 
or  profits.^ 

11.  Suppose  that  only  wages  were  paid,  would  there  be  greater  equality 
in  distribution?     Would  incomes  be  equal?     Would  opportunities  be  equal? 

1 2.  I'o  what  extent  may  socialism  be  considered  an  expression  of  class 
contiict."      Of  industrial  dissatisfaction? 

13.  Is  the  possession  of  capital  tending  to  be  more  or  less  concentrated 
than  formerly? 

14.  Are  ''labor"  and  "capital'    really  enemies  of  each  other? 

15.  Would  private  property  exist  at  all  under  socialism? 

16.  ^\'hat  would  become  of  the  risks  of  industry  under  socialism? 

'5S' 


17.  Kovv  has  sociuiisiii  hccii  utlecced  b>  the  idea  ot  ecoiiuiiuc  ilcicr- 
minism?     Explain.      {See  M^cdon2i\d,  T/ie  Socia/ist  Movement,  p.    141-146). 

18.  Socialism  opposes  economic  exploitation.     What  does  this  mean? 

19.  How  does  the  modern  socialist  reformer  propose  to  establish  the 
socialist  state  ?  Does  he  propose  a  sudden  or  a  gradual  economic  revolution.' 
(.See  Spargo,    Applied  Socialism;    Hamilton,    Current    Economic    Problems,    p. 

7S4-757\ 

11.     History    or  Sociai.i.st  .Actuiin. 

•  1.  Has  the  progress  and  influence  and  character  of  socialism  been  the 
same  in  all  countries'.'     Explain  by  examples. 

2.  Name  some  countries  in  which  the  <rro\vih  ar.d  develoj-ment  of 
socialism  has  been  extensive. 

3.  Name  some  countries  in  which  socialism  has  been  non-existent  or 
relatively  unimportant. 

4.  Find  out  the  years  of  birth  and  death  of  the  following  leaders  of 
socialistic  thought  and  activity,  noting  also  the  country  to  which  they 
belonged:  Karl  Marx,  Louis  Blanc,  Ferdinand  Lassalle,  Pierre-Joseph 
Proudhon,  Robert  Owen,  Henry  de  Saint-Simon,  Charles  Fourier,  Karl 
Rodbertus,  Friedrich  Engels. 

5.  Write  a  biography,  not  exceeding  20U  words,  of  any  two  of  the 
men  mentioned  above,  giving  the  main  facts  of  the  life  and  achievement 
of  each. 

t).      What  was  the  Communist  Manifesto:      When  was  it  issued? 

7.  Consider  critically  the  validity  of  the  following  statement  taken  from 

the  Communist  Manifesto:      ''The  modern  laborer, instead  of  rising 

with  the  progress  of  industry,  sinks  deeper  and  deeper  below  the  conditions 
of  his  own  class.'"  (The  full  text  in  English  of  the  Communist  Manifesto  is 
to  he  f')und  in  Bullock,  Selected  Readings  in  Economics). 

8.  Why  did  Karl  Marx  regard  a  gigantic  conflict  between  the  "bour- 
geoisie" and  "proletariat"  as  imminent  and  inevitable? 

9.  What  was  "socialism  of  the  chair"   (Kathedcrsozialismus)  'I 
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10.  Hnd  out  what  you  can  about  the  Fabian  Society. 

11.  Is  the  socialist  mo\ement  necessarily  identical  with  the  socialist 
political  party? 

12.  Why  has  state  socialism  had  such  a  large  s^rowth  in  Germany? 

13.  Name  some  places  in  which  socialism,  or  socialist  programs,  have 
been  tried.      Have  these  experiments  proved  successful? 

14.  Do  you  icnow  of  any  successful  experiments  in  communism? 

15  Has  complete  socialism  ever  had  a  fair  trial?  Can  we  judge 
sufficiently  of  the  merits  of  socialism  from  the  experiments  in  socialist 
regimes  that  have  been  tried  .^ 

16.  Is  present-day  socialism  international  or  national  in  character? 

17.  What  socialist  measures  were  advocated  by  Dr.  Sun  Yat  Sen?  See 
Walling,  et  al.,   The  Socialism  of  To-day,  p.  358-361). 

18.  Outline  briefly  the  history  of  socialism  in  China  to  the  time  that 
socialism  became  illegal  by  the  declaration  of  dissolution  in  1913.  (See  ibid., 
p.  361-369). 

19.  Is  there  any  likelihood  that  socialism  will  become  an  important 
problem  in  China?  What  forces  militate  for  and  against  its  introduction 
into  China? 

20.  What  effects  has  the  European  War  had  on  the  socialist  movement 
in  general?     In  Great  Britain?     In  Germany?     In  Russia? 

III.      Criticism  of  the  Socialist  Program. 

1.  Would  you  dismiss  from  consideration  any  proposal  merely  because 
it  was  announced  or  favored  by  socialists.'' 

2.  Do  you  think  distributive  justice  can  be  secured  by  other  means 
than  socialism.''     How? 

3.  Would  it  be  fair  to  judge  the  strength  or  influence  of  socialism  by 
the  number  of  votes  secured  by  a  socialist  party?      Why? 
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4.  If  socialism  were  adopted  would  industry  be  more  efficiently 
managed?  Would  progress  and  inventions  proceed  as  rapidly?  Would 
officials  be  any  more  or  less  honest  or  selfish  than  at  present? 

5.  In  what  way  would  the  law  of  diminishing  returns  limit  the  more 
widely  extended  consumption  of  goods  promised  by  the  socialist?  (See  Ely, 
Property  and  Contract,  vol.  ii,  Appendix  iii,  being  Production,  Present  and 
Future,  by  W.  I.  King). 

6.  Is  socialism  a  possible  program?  Is  it  revolutionary?  Is  its  ideal 
high? 

/.  It  has  been  said  that  the  program  of  socialism  is  in  the  interests  of 
a  class  in  society  instead  of  society  as  a  whole.      Discuss. 

8.  What  permanent  good  has  been  achieved  by  socialism?  Has  any 
harm  resulted  ?  , 

9.  Do  you  accept  or  reject  the  doctrines  of  socialism? 

C.    Money  and  Currency 
I.     Nature  and  P'unxtion  of  Money. 

1.  Define  money,  currency,  credit,  commercial  paper,  bullion. 

2.  Distinguish  between  a  barter  economy  and  a  money  economy. 
Point  out  the  superiority  of  the  latter  system. 

3.  Suppose  all  money  were  to  disappear,  would  it  be  possible  to  con- 
tinue to  buy  and  sell  ? 

4.  What  are  the  main  functions  of  money  ?  Define  each.  Can  the 
money  function  be  performed  in  other  ways? 

5.  Distinguish  between  standard  money  and  subsidiary  money. 

6.  W'hat  qualities  should  a  good  money  material  possess? 
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7.  Test  the  followintr  commodities  as  to  their  adaptability  for  use  as 
money:  cattic,  skins,  stones,  salt,  jade,  lead,  sihcr,  platinum,  mercury, 
paper,    'jold. 

8.  xMake  a  list  of  the  materials  and  articles  that  have  been  used  as  a 
medium  of  exchange.  Underscore  in  black  ink  those  that  stiil  maybe  found 
in  use  in  any  part  of  the  world,  and  underscore  in  red  ink  those  that  were 
used  by  the  ancient  Chinese.  (See  article  by  Duncan  on  History  of  Chinese 
Currency  in  Weekly  Canton  News,  vol.  iii,  No.  2,  March  31,  1917). 

9.  Int/eneral,  what  is  the  standard  for  money  in  China.'  "What  is  the 
standard  in  Japan,  Great  Britain,  the  United  States.' 

10.  What  is  the  "lineness"  of  coin.'     \Vhat  is  the  alloy.' 

11.  Which  would  you  rather  have,  a  2U-cent  piece  or  .  144  of  an  ounce ^ 
of  siher,  9U0  parts  fine.'      Why.' 

12.  Distinguish  between  free  coinage,  jjratuitous  coinafje,  brassage, 
seigniorage. 

13.  The  American  trade  dollar,  used  in  the  China  trade  in  the  '70' s, 
was  a  piece  of  silver,  coined  by  the  United  States  government  for  those  who 
wished  it,  900  fine,  and  weighing  420  grains.  It  was  accepted  by  the 
Chinese  in  Canton  and  some  other  places  in  exchange  for  products  sold. 
Would  the  trade  dollar  have  been  just  as  acceptable  to  the  Chinese  if  it  had 
been  coined  privately? 

14.  What  was  the  significance  of  the  "chop"  on  pieces  of  silver  used 
as  money  in  China? 

15.  Why  does  the  government  monopolize  the  coinage  of  money? 

16.  What  determines  the  value  of  a  catty  of  rice?  Of  an  ounce  of 
silver?     Of  a  silver  dollar.' 

17  Does  the  fact  that  a  metal  is  used  as  a  medium  of  exchange  enhance 
its  value?  Suppose  that  it  is  demonetized,  or  ceases  to  be  used  as  a  money 
medium,  on  what  will  its  value  depend.? 
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18.  Why  did  the  uoveniments  ot  the  bellioerent  countries  seek  to  secure 
all  the  orold  and  silver  possible  at  the  outbreak  of  the  European  War? 

19.  What  efFect  will  an  increasing  demand  for  money  tend  to  have  on 
the  value  of  money?     What  effect  on  prices? 

20.  What  effect  will  the  issuance  of  much  credit  (e.g.,  large  war  loans) 
tend  to  have  on  the  value  of  money?     Explain. 

21.  State  the  quantity  theory  of  money.  (See  Phillips,  Readings  in 
Money  and  hanking,  ch  xi,  especially  sections  by  I.  Tisher  and  E.  W. 
Kemmerer  ' . 

11.  Explain  the  terms  of  the  equation  of  exchange  MV-hM'V'  =  PT. 
This  equation  is  an  identity,  and  hence  not  usually  contested;  it  is  the 
statement  of  a  causal  relation  of  Al  and  M'  to  P  that  forms  the  basis  of  the 
quantity  theory  of  money.  This  equation  of  exchange  for  the  United  States 
is  worked  out  annually  by  Prof.  I.  Eisher,  and  published  in  the  American 
EcoNfOMic  Reviev\-. 

li.  What  criticisms  are  offered  that  question  the  validity  of  the  quantity 
theory  of  money?  (See  Laughlin,  The  Principles  of  Money,  ch.  viii;  also 
Phillips,  Readings  in  Money  and  Banking,  ch.  xi,  especially  sections  by  J.  L. 
Laughlin  and  R.  H.   Hess). 

24.  Is  there-  much  gold  or  silver  lost  from  the  world's  stock  from  year 
to  year?     Compare  with  the  loss  of  rice  or  coal  produced  from  year  to  year. 

25.  Has  the  world's  production  of  gold  and  silver  been  increasing  or 
decreasing  in  recent  years?  (See  latest  annual  report  of  Director  of  Mint, 
U.S.  Treasury   Department). 

26.  Show  by  bar  diagrams  the  total  production  in  ounces  of  (a^i  gold 
and  (b)  silver  by  century  periods  since  about  1500  to  1900,  and  by  decades 
from   1800  to  the  present. 

27.  Draw  a  lo;j;arithmic  graph  of  the  production  in  ounces  of  (a)  gold 
and  (b)  silver  by  decades  from  1800  to  the  present  Is  the  production 
increasing  or  decreasing  proportionally  .' 
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28.  The  present  ratio  of  the  values  of  «jold  and  silver  is  about  1:25. 
Since  the  opening  of  the  twentieth  century  the  ratio  of  production  (by 
vvei<jht)  of  <:old  to  silver  has  been  about  1  :IU.  Other  conditions  ren>ainin« 
relatively  the  same,  what  effect  will  this  situation  tend  to  have  on  the  ratio 
of  values?     Why? 

29.  Explain  what  is  meant  by  the  depreciation  of  coina-je. 

30.  Srate  Gresham's  law  (ai  accurately,   (b)  in  its  popular  form. 

Jl.  The  Kwangtun^  jrovernment  is  substituting  brass  cents  for  the 
copper  cents.      Is  this  depreciating  the  value  of  the  cents.' 

32.  If  money  is  falling  in  value,  is  it  more  profitable  to  have  one's 
investments  in  stocks  or  bonds."      Why.' 

M.  Distinguish  carefully  between  the  following  standards:  single,  double 
(bimetallic',  parallel,  limping,  and  multiple.  I'See  Moulton,  Principles  of 
A hmy  (uul  Banking,  p.  98-100.). 

34.  Which  standard  is  in  general  use  in  the  world? 

35.  What  is  international  bimetallism?  Does  it  seem  to  be  a  reason- 
able schemer 

36.  Argue  that  bimetallism  would  tend  to  give  greater  sfability  of  value 
to  money  than  a  single  standard. 

37.  Why  has  bimetallism  proved  impracticable  as  a  standard? 

38.  On  what  does  the  value  of  convertible  paper  money  depend?  Is 
the  paper  money  issued  by  the  College  Bank  convertible? 

39.  On  what  does  the  value  of  inconvertible  paper  money  depend  ?  See 
Macleod,   Elements  of  Econotnia,  vol.  II,  p.  251-252'. 

40.  A  correspondent  in  the  South  China  Morning  Post  (Oct.  15, 
1917),  speaking  of  the  depreciation  of  Hongkong  bank  notes,  suggested  that 
a  daily  demand  for  payment  in  local  currency  be  made  at  the  banks  and  the 
result  reported.  Suppose  the  banks  had  paid  every  demand,  would  deprecia- 
tion with'in  the  colony  ha\e  continued.' 
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41.  Is  the  silver  staiiJunl   a   'j.(n»i-l  st.indard  Ictr  dclerretl  pa.Miients?      Is 
copper  (cash)  better?     Explain. 

42.  What  is  credit?     Show  how  it  may  do  the  work  of  money. 

43.  Under  what  conditions  does  credit  fail  as  a  medium  of  exchange? 

44.  E.xplain  the  followino;  forms  of  credit:  a  bank  cheque,  a  promissory 
note,  a  commercial  bill,  an   "I   O   L',  "   book  credit,    letter  of  credit. 

45.  Why  are  credit  prices  usually  higher  than  cash  prices? 

46.  What  is  a  bank  ?     Explain  its  function. 

47.  Procure  a  copy  of  a  bank  statement  and  explain  each  item,  showing 
why  if  has  been  exhibited  as  a  debit  or  a  credit,  as  the  case  may  be. 

48.  W^hat  effect  on  trade  does  the  extensi\e  use  of  credit  have?     What 
effect  on  prices  ? 

49.  What  is  a  financial  crisis?     Is  a  financial  crisis  necessarily  the  same 
thing  as  an  industrial  crisis? 

5U.      What  are  the  main  causes  of  periodic  crises? 

II.      .VIon'i;t.-vr>   Rkiorm  in  China. 

1.  What  are  the  chief  reasons  for  the  present  chaos  in  China's 
monetary  systems  ? 

2.  Do  you  regard  the  problem  of  monetary  reform  as  of  much  im- 
portance to  China?     Is  it  a  possible  reform  for  the  near  future? 

3.  Would  it  be  better  to  have  the  issuance  of  money  subject  to 
provincial  or  national  control.'     Why.' 

4.  Is  small  money,  such  as  cash,  copper  coins,  and  small  silver, 
exchangeable  for  standard  dollars  at  a  fixed  rate?  On  what,  then, 'does  the 
value  of  the  small  money  depend  ? 

5.  To  what  extent  does  foreign  money  circulate  in  China? 

6.  What  is  sycee  ?     Why  is  its  use  obsolescent? 
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7.  1  o  what  extent  do  habit  ami  custom  stand  in  the  way  of  monctan 
reform  in  China: 

8.  Referriiiu  to  the  iron  money  issued  durin<r  the  Lian^  Dynasty  b\ 
the  Emperor  Siao  Yen  Wu  Ti  (  M  IJJ  jt^ '^  ),  Lacouperie  says  [Catci/oj^ue 
of  Chinese  Coins,  p.  421):  "The  iron  currency  did  not  work  well.  The 
issuintj  rate  was  two  pieces  of  iron  for  one  of  copper:  but  as  everybody  could 
easily  procure  iron,  false  coinimj  ajrain  became  more  acti\e:  so  much  so, 
that  when  the  iron  money  had  been  in  use  about  ten  years  the  circulatin;; 

mass  of  it  w'as  as  bi<j  as     hills  and  mountains," T  he  price  of  all  <:oods 

rose  rapidly,  and  before  A.  d.   546  the  currency  was  worth  only  oju-third   of 
its  original  value. 

(a)      ^\'ould  you  regard  the  foretioinu  account  as  an  example  of  the 
working  of  Ciresham's  law' 

(b  '      Does  any  similar  situation  exist  in  China's  money  at  present*." 

(c)      ^Vhy   was  the   emperor   unable   to   maintain   the   established 
ratio  of  Z:\: 

9.  What  are  the  social  effects  of  a  bad  system  of  coinage?  vSee 
Moulton,  Principles  oj  Money  and  Banking,  p.  86-88  >.  Has  China  suffered 
from  any  of  these  effects  ? 

10.  Show  how  the  unstable  condition  of  China's  currency  places  a 
burden  on  industry  which  is  ultimately  borne  by  the  consumer. 

11.  The  following  comment  with  regard  to  the  cash  shops  (  ^  j^  M; 
'^  JEE  )  is  to  be  found  in  the  book  Notes  on  Money  Matters  (p.  50),  published 
by  the  National  Review:  "  But  for  the  helpless  condition  of  the  currency 
in  China  these  gentlemen  would  have  to  seek  other  means  of  livelihood.  .  .  . 
The  day  ought  not  to  be  far  distant  when  wMth  a  true  currency  China  will 
have  the  benefit  of  the  labor  of  these  men.  At  present  they  are  but  para- 
sites, however  necessary.""  Is  the  criticism  well-directed?  Do  you  aurc-- 
Kxplain. 
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12.  What  ar^ruments  can  yoii  oPfer  favoriiiii;  tlie  continuance  of  tlie 
silver  standard  for  China? 

1.^.  Wliat  arguments  can  you  offer  favoring:  the  adoption  of  a  gold 
standard? 

14.  Would  a  bimetallic  standard  be  feasible  ■!■ 

15.  How  did  Japan  effect  the  change  from  the  silver  to  the  gold  stand- 
ard.'     ''See  Notes  on  Money  A'l alien,  ch.   lu). 

16.  How  is  the  per  capita  need  for  money  in  China  affected  (a;  by  the 
small  size  of  purchases,  (b)  by  the  narrow  market  limits,  (c)  by  the 
confidence  people  have  in  banks,  (d)  by  the  e.xpanding  foreign  and  inter- 
provincial  trade,  and  (e)  by  the  political  stability  of  the  country? 

17.  How  do  you  account  for  che  fact  that  the  Japanese  5  sen  piece  and 
the  American  "  nickel"  (5  cent  piece)  are  of  equal  size  but  different  value.'' 
Or  the  fact  that  the  American  one-cent  piece  is  much  smaller  than  the 
Canadian  coin  of  equivalent  value.'  Which  would  be  more  acceptable  to  the 
Chinese  people,  large  or  small  subsidiary  coins.'     \\hy? 

18.  What  efforts  have  been  made  to  secure  a  uniform  monetary  system 
for  China?      (See   Wagel,   Chinese  Currency  and  Bonking,  ch    ivandv). 

19.  What  was  the  American  Plan.^'"  (See  Gold  Standard  in  Inter- 
national Trade,  by  U.S.   Commission  on  International  E.xchange,  p.  117). 

20.  What  other  plans  ha\e  been  proposed  ?  'See  Wagel,  Chinese 
Currency  and  Banking;   X'issering,  on  Chinese  Currency  I). 

21.  If  China  were  to  announce  her  intention  of  changing  to  the  gold 
standard,  what  effect  would  this  tend  to  ha\e  on  the  siher  price  of  gold  and 
the  gold  price  of  silver?     Why? 

22.  What  were  the  main  features  of  the  Chinese  national  currency  law 
of  Feb.  7,  1914?  (Sec  Report  of  Director  of  the  U.S.  Mint  for  1915,  p. 
17.^-175).      Ha\e  the  provisions  of  the  act  been  fully  realized? 

23.  Outline  your  own  scheme  for  a  reform  of  China's  monetary  system. 
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D.    Large   Scale   Production 

I.      Large  Scam:  Production. 

1.  Why  have  production  on  a  large  scale  and  concentration  of  capital 
come  to  be  characteristic  of  modern  industry?  (Consult  Brown,  The 
Prevention  a-'id  Control  of  MouopoUei,  ch.  i,  first  part). 

2.  May  large  scale  production  develop  under  conditions  of  free  com- 
petition ?     Explain. 

3.  Can  you  sugtjest  any  limitations  to  the  development  of  large  scale 
production  and  combination  in  an  industry  '/ 

4.  Distinguish  between  horizontal  and  vertical  combination.  In  what 
kinds  of  businesses  would  each  be  most  effective'/ 

5.  \\  hat  advantages  follow  the  concentration  of  production?  (See 
Van  Hise,  Concentration  ond  Control ^  p.  21-31). 

6.  Is  larire  scale  production  efficient? 

7.  Are  there  any  dangers  likely  to  result  from  concentration  of  capital? 
Specify. 

8.  Make  a  list  of  the  disadvantages  of  large  scale  production  from  the 
point  of  view  of  (a)  the  producer  himself,  (b)  the  consumer,  (c)  the 
employees  in  the  industry,   (d)  society  in  general. 

9.  It  has  been  humorously  said  of  the  great  American  packing  houses 
that  they  "utilize  every  part  of  the  pig  but  the  squeal."  Show  that  this 
economy  is  possible  only  under  conditions  of  production  on  a  large  scale. 

10.  What  businesses  in  China  seem  to  you  as  destined  to  be  organized 
on  a  large  scale'/ 

11.  To  what  extent  is  large  scale  business  conditioned  by  (a)  a  stable 
currency,  (b)  facilities  for  transportation  and  communication,  (c)  the  genius 
of  able  managers,  (d)  the  existence  of  monopoly  power,  (e)  the  wideness 
of  the  market,   (f)  the  possibility  for  an  expansion  in  the  market? 

12.  Explain  the  growth  and  extent  of  the  businesses  of  Montgomery 
Ward  &  Co.,  Sincere  Co.,  Ltd.,  Commercial  Press,  Ltd..  Canadian  Pacific 
Railway  Co. 
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13.  May  a  large  business  deveiup  without  tlic  aid  ot  monopoly  power? 

14.  Deline  a  "trust,"  a  pool,  a  holding  corporation,  a  kartell. 

15.  What  is  unfair  competition^.      Give  examples. 

16.  Comment  on  the  following  quotation:  "  There  are  at  bottom  only 
three  possible  ways  of  dealing  with  trusts  and  pools.  We  may  seek  to 
prevent  them  from  competing  unfairly  and  to  deprive  them  ot  special 
privileges  giving  an  advantage  over  competitors,  but  otherwise  leave  them 
alone....  Second,  we  may  permit  trusts  and  pools  to  exist  but  regulate 
their  prices  and  profits.  Third,  we  may  undertake  to  destroy  them." 
(Durand,   The  Trust  Frohhfn,  p.   10-11). 

17.  What  arguments  may  be  brought  forward  in  favor  of  the  proposition 
that  large  scale  production  tends  toward  monopoly?  (See  article  by  Bullock, 
adapted  in  Hamilton,  Current  Economic  Problems,  p.  410-412.  The  whole 
article  is  to  be  found  in  Ripley,  Trusts,  Pools  and   Corporations,   p.   428-473). 

18.  On  the  whole,  do  you  regard  large  scale  organization  as  a  useful 
and  permanent  element  of  our  economic  svstem? 


II.        MON'OPCIIES. 

1.  Define  a  monopoh  . 

2.  What  is  the  essential  element  in  monopoly  power.' 

3.  Classify  monopolies  as  to  the  source  of  monopoly  power,  giving 
examples  of  each  class. 

4.  What  are  patents  of  moiiopoli  ?     Is  their  issuance  jusiiHable.'' 

5.  Would  you  regard  the  following  as  instances  of  the  existence  of  a 
monopoly:  the  city  telephone  company,  the  mint,  the  Peak  tramway  in 
Hongkong,  the  Oriental  Hotel,  the  postal  administration,  the  production  of 
salt,  the  retailing  of  .salt  through  the  streets  of  Canton,  the  publisher  of  your 
text-book  in  English,  the  college  barber'/ 

6.  In  which  of  the  instances  mentioned  above  is  the  monopoly 
complete.^ 
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7.  A  partial  monopoly  is  usually  prevented  from  becominjr  complete 
by  a  consideration  of  the  following  forces:  potential  competition,  possibilities 
of  public  control,  and  possibility  of  substitution  (on  the  part  of  the  con- 
sumer). Which  of  these  forces  are  operative  in  the  case  of  each  of  the 
partial  monopolies  that  are  mentioned  in  Question  5  ? 

8.  Does  the  railway  to  Samshui  possess  a  monopoly?  Does  the 
monopoly,  if  any,  exist  for  all  people.' 

9.  What  is  a  temporary  monopoly?     Give  examples. 

10.  Contrast  the  ownership  of  land  with  monopoly  control.      (See  Ely, 
Outlines  of  Econrmics,  p.   192). 

11.  it  is  said  that  the  possession  of  monopoly  power  tends  to  facilitate 
industrial  concentration.      Explain. 

12.  Is  the  possession  of  monopoly  power  necessarily  an  evil? 

1  ^       What  effect  on  price   results  from  (a)  a  monopoly  of  buyers,  and 
(b)  a  monopoly  of  sellers" 

14.  State  the  law  of  monopoly  price. 

15.  Did   monopolies  exist  in  ancient  times?      (See   Hirst,  Monotolies, 
Trusts  and  Kartells,  ch.  l). 

16.  Read  Genesis  47  :  13  to  26.      Did  Pharaoh  have  a  monopoly?     Do 
you  approve  of  Joseph's  action? 

17.  What  considerations  will  induce  a  monopolist  to  charge  less  than 
the  traffic  will  bear  1 

18.  Is  a  monopoly  price  necessarily  a  high  price.''     Explain. 

19.  A  city  water  works  finds  from  experience  that  it  can  supply  given 
amounts  of  water  at  the  prices  and  costs  indicated  in  the  following  table: 

Cubic  Fekt  of  Water  Price  per  M  Cu.  Ft.  Cost  per  M  Cu.  Ft. 

1,000,000  J2.00  1.2;; 

'2,500,000  1.50  1.00 

,^>,0(»0,000  1.25  .85 

8,000,000  1.00  .70 

12,000,000  .75  ,,         fiO 

17,000,000  .♦>0  .50 

Under  the  above  conditions,  what  will  be  the  price  of  the  water? 
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20.  Suppose  that  the  collet>:e  launch  reduced  its  fare  from  3U  cents  to 
20  cents.  Would  it  increase  its  earnings?  Would  it  be  profitable  to  in- 
crease the  fare  to  50  cents?     Why? 

21.  If  the  cost  of  renderinir  the  service  of  the  Peak  tramway  in  Hong- 
kong were  to  fall  one  cent  per  ride,  is  the  company  likely  to  decrease  the 
fare  by  one  cent?  Suppose  the  cost  were  to  increase  one  cent,  is  the 
company  likely  to  increase  the  fare?  Are  monopoly  profits  absolutely 
flexible  ? 

21.  "The  Dutch  East  India  Co.  used  to  destroy  a  large  part  of  the 
spice  bearing'plants  in  India  each  year  in  order  to  increase  its  profits.  Was 
its  reasoning  fallacious?"      (Urdahl,  Elementary  Economics  Manual,  p.  52). 

23.  The  publishers  of  the  set  of  the  works  of  Jules  Verne  in  the 
College  Library  have  inserted  the  following  in  the  front  of  the  first  volume: 
"  This  is  to  certify  that  the  Prince  Edward  of  Wales  Edition  of  the  Works 
of  Jules  Verne  is  limited  to  five  hundred  numbered  copies  of  fifteen  vokmes 
each;  and  that  this  set  is  registered  as  No.  b.'?.  \S'igne(i\  R.  G.  Lancaster, 
Registrar."      Explain. 

24.  The  Kiniberiey  mine  owners  are  said  to  limir  the  number  of 
diamonds  which  they  allow  to  be  added  to  the  market  each  year.  Why  do 
they  do  this.'' 

25.  What  is  a  monopoly  class  price?  (See  Ely,  Monopolies  and  Trusts, 
p.   114).      Give  examples  from  your  own  experience. 

26.  What  is  potential  competition.'  What  effect  does  it  tend  to  have 
on  monopoly  price.' 

27.  Can  monopoly  price  ever  fall  below  xhe  normal  competitive  price.'' 

28.  What  are  the  limits  of  monopoly  price.'' 

29.  Will  an  article  for  which  a  substitute  can  readily  be  found  likely 
become  the  subject  of  an  extensive  monopoly.''      \\  h\  .' 
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i^).  Automobile  tires  are  reported  to  ha\c  been  sold  in  Sweden  in  1917 
for  as  hiirh  as  £2UU  a  piece.      Explain. 

31.  In  Hontrkony:  the  (loxernment  has  fixed  maximum  food  prices. 
Was  this  action  justified?  Are  there  any  dar,{:ers  in  havinji;  Ihe  yoxcrrment 
fix  prices? 

M.  What  is  meant  by  "war  profiteering?"  Justify  the  severe  ccn- 
demnation  which  it  receives. 

.•53.  Under  what  conditions  will  a  government  usually  undertake  (a)  to 
regulate  a  monopoly,  or  (b)  to  own  a  monopoly? 

-H.  What  are  some  of  the  considerations  invoKed  in  deteiminirg  a  fair 
selling  price  for  the  products  of  a  busines'S  rtr.derii  g  a  iiHic  jei\'ce? 

.^5.  It  has  been  contended  that  municipal  or  government  ownership  does 
not  result  in  the  adoption  of  progressive  improvements  in  irdustiy  as  much 
as  under  private  ownership.      Do  you  agree? 

36.  As  a  general  policy  would  you  favor  public  regulation,  public  own- 
ership, or  private  ownership  of  a  business  having  a  public  interest?  Give 
your  reasons,  supplying  any  conditions  or  qualificatitrs  u  u  n  ry  c'csiic. 

E.  Public  Finance  and  Taxation 

1..  G  )v^rnn?!it  ex:3:ii.litures  are  increasing  very  rapidly  iji  all  coun- 
tries.     What  reasons  can  you  assign  for  this? 

2.  VVii:  \i  a  bil^.'t?  VVaat  is  the  approximate  total  of  the  annual 
budget  of  (a)  China,  (bj  your  province,  (c)  Hongkong?  (Consult  StaWs- 
man's  Year-Book-,   Wagel,  Finance'  in  China;  etc.} 

3.  Distinguish  between  a  tax,  a  fee,  an  excise,  and  a  rate.  What  ser- 
vices can  you  enumerate  which  formerly  were  paid  for  ly  ftts  or  rates,  but 
now  are  supplied  for  the  benefit  of  all? 

4.  Is  the  building  of  a  bridge  by  voluntary  public  subscription  a  prob- 
lem of  public  finance? 

5.  It  is  sometimes  urged  that  expenditures  for  military  purposes  are 
justifiable,  because,  it  is  said,  they  furnish  employment  to  men  who  other- 
wise might  starve.      Is  this  argument  sound? 

169) 


b.     Discin^-Liish  Iietu'een  proportional,  protrrcssixe,  and  re<rressivc  taxes. 

/.  According  to  what  principles  are  the  taxes  determined  toward 
which  every  one  is  expected  to  pay  ? 

8.  What  are  Adam  Smith's  four  maxims  of  taxation  ?  (See  JFealth  oj 
Nations,  bk.   '•,  ch.  ii,  pt.  ll). 

9.  Test  the  followinjr  taxes  according  to  Adam  Smith's  canons:  tax  on 
area  of  land,  tax  on  value  of  land,  tax  on  product  of  land,  tax  on  jewelry, 
mcome  tax,  tax  on  corporation  earnings,  license  fee,  tax  on  insurance. 

10.  Waat  taxes  are  easiest  to  collect?  What  taxes  most  difficult  to 
collect.' 

11.  What  is  stoppage  at  the  source.'"  Is  this  principle  in  harmony 
with  progessive  taxation  ? 

12.  Why  are  export  taxes  usually  regarded  as  unwise?  (See  article  in 
Palgrave,  Dirtionary  of  Political  Economy)  r 

13.  Should  o.ir  systems  of  taxation  keep  abreast  with  economic  and 
social  conditions  and  progress'?     How  can  this  result  be  secured? 

14.  It  is  dii?i:alt'to  escape  the  conclusion  that  the  general  property 
tax  as  the  main  source  of  public  revenue  is  a  failure  from  the  triple  stand- 
point of  history,  theory  and  practice."  (Seligman,  Essay:  in  Taxation,  Sth 
edit.,  p.  61).      Offer  evidence  in  support  af  the  abo\e  conclusion. 

15.  What  forms  of  taxation  are  most  widely  used  in  China?  (See 
Chen,  The  System  of  Taxation  in  C'linu  in  the  Tsin^  Dynasty,  16^-1-1911,  p.  34). 

16.  What  are  the  likin  duties.'  (See  Chu,  The  Tariff' pjohlem  in  China, 
p.   102-104,  also  the  hook  Likm  .Question  ^^^^^.^^.^^^  by  ^M^^) ■ 

17.  In  your  judgment  are  likin  duties  a  wise  form  of  tax?     Why.' 

18.  Describe  and  criticize  the  salt  monopoly  in  China.  The  ginseng 
monopoly  in  Chosen  (Korea).      (See  go\ernment  reports) . 

19.  Show  the  need  for  a  revision  of  the  tariff  laws  of  China. 

20.  Summarize  W.  F.  VVilloughby's  recommendations  for  the  reform 
of  ths  land  tax  system  in  China.  (See  articles  in  the  Chinese  Social  and 
Political  Science  Remeu,  \()1.  ii,  nos.  1  and  2». 

(70) 


21.  By  what  means  would  you  suggest  that  money  be  raised  to  meet  the 
following  expenditures:  salaries  of  officials,  village  schools,  provincial 
universities,  fire  protection,  building  of  a  railroad,  improving  streets  in  a 
city,  the  army  and  navy,  emergency  relief  in  case  of  flood  or  famine,  per- 
manent river  conservancy,  coining  of  money"     Give  your  reasons. 

22.  Methods  commonly  employed  by  governments  for  the  collection  of 
excises  are  by  means  of  (a)  licenses  sold,  (b)  inspectors  at  the  factory,  (c) 
stamps  affixed,  and  (d)  government  monopoly  of  product.  Which  method 
would  you  regard  as  best  for  the  collection  of  a  tax  on  cheques,  rickshas, 
liquors,  opium,  advertising,  diamonds,  motor-boats,  salt,  railway  transporta- 
tion.^ 

2.?.  Why  do  land  taxes  form  such  a  large  share  of  the  taxes  in  most 
countries'     Is  the  land  tax  equitable.' 

24.  VV-'hat  are  the  nine  classes  of  land  which  form  the  basis  of  land 
taxation  in  China?      (See  Chen,  op   cit.,  p.  47). 

25.  Why  are  income  and  inheritance  taxes  coming  to  be  adopted  more 
generally.'^ 

26.  Defend  the  income  tax  from  the  theoretical  standpoint.  Defend 
the  giving  of  abatements. 

27.  Explain  what  is  meant  by  the  shifting  and  incidence  of  taxation. 
Give  illustrations. 

28.  It  is  argued  that  the  incidence  of  a  tax  on  a  monopolized  product 
is  on  the  producer.      Explain. 

29.  Distinguish  between  direct  and  indirect  taxes.  Why  are  indirect 
taxes  levied  ? 

30.  When  is  a  tax  on  bicycles  a  direct  tax  and  when  an  indirect  tax? 

31.  What  is  double  taxation?  Give  an  example.  Is  double  taxation 
always  undesirable? 

32.  A  court  in  America  has  held  that  "the  taxation  of  a  mortgage  debt 
in  the  hinds  of  the  mortgagee,  and  also  of  the  property  in  the  hands  of  the 
mortgagor,  is  not  double  taxation."  {Meyer  vs.  Dubuque  County,  49  Iowa 
193).      Do  you  agree?      • 

33.  Is  it  wise  for  a  government  to  borrow  money  to  meet  current 
expenses,  such  as  for  the  payment  of  salaries,  interest  on  loans,  etc.  ?  Is 
the  result  of  such  action  a  gain  or  loss  to  social  wealth.? 
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34.  Do  you  think  that  the  social  and  moral  effects  of  a  "bad"  tax 
over-balance  the  pecuniary  gain  to  the  state's  treasury'.'  Give  examples, 
and  explain. 

35.  Are  government  lotteries  defensible."* 

36.  To  what  extent  is  the  kind  of  a  tax  system  advisable  conditioned  by 
the  character  of  the  officials  who  will  administer  it?  Will  a  good  system 
help  make  good  officials? 

37.  How  do  you  explain  the  fact  that  Great  Britain  can  borrow  money 
at  4  to  5  p^r  cent,  without  security,  while  China  must  pay  7  per  cent,  and 
give  security  beside? '/ 

33.  Describe  and  explain  the  extraordinary  procedures  of  war  finance. 
{Consult  the  fF'ir  Unance  Primer,  issued  by  the  National  Bank  of  Commerce 
in  New  York). 

39.  In  case  of  war,  what  considerations  will  lead  the  government  to 
seek  additional  revenue  for  war  purposes  from  (a)  an  increase  in  the  existirg 
taxes,  (b)  the  establishment  of  new  taxes,  (c)  a  decrease  in  the  expenditures 
made  for  other  purposes  before  the  war.  and  (d)    a  loan? 

40.  Find  out  the  amount  of  the  national  debts  of  China,  Japan,  Great 
Britain,  United  States,  France,  and  Germany,  (a)  just  before  the  outbreak 
of  the  European  War,  (b)  the  debts  contracted  during  the  war,  and  (c)  the 
present  total  debts.  Reduce  all  amounts  to  seme  one  currency.  (Ccr.sult 
the   If  ar  Finance  Primer,   and  recent  economic  journals). 

41.  Prepare  bar  diagrams  shovving  (a)  the  present  total  national  debts 
of  the  countries  enumerated  above,  (b)  the  average  per  capita  debt  of  each, 
and  (c)  the  average  annual  per  capita  interest.  Hew  does  China's  burden 
compare  with  that  of  the  other  countries'/ 

42.  What  effect  does  the  issue  of  large  amounts  of  government  loans 
tend  to  have  on  the  interest  rate.'      Explain. 

43.  Show  the  need  for  a  clear  division  of  the  field  of  taxation  between 
central  and  provincial  governments  in  China.  (,See  article  by  W.  F. 
Willoughby  in  the  Chinese  Social  and  Political  Science  Review,  vol. 
II,  no.  3,  p.  26  ff.  ,i 
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DIRECTIONS  TO  STUDENTS  IN  ECONOMICS  I. 
Canton  Christian  College 

I.  Preparing  the  Exercises. 

1.  Read  over  very  carefully  each  problem  assigned  and  determine  exactly 
what  is  wanted. 

2.  Bring  to  bear  upon  the  problem  any  information  whatever  that  will  aid  you 
in  making  the  answer.  Use  your  notes,  your  text,  your  readings,  and  your  own 
experience  and  judgment. 

;>.  Write  down  (but  not  in  your  book)  the  answer,  using  complete  sentences 
and  giving  reasons  and  illustrations,  if  possible.  Never  answer  merely  by  "yes" 
and  "  no  ".     Watch  your  grammar  and  spelling. 

4.  Bring  your  answers  to  the  "  quiz,"  where  you  may  be  asked  to  read  and 
defend  them.  Pay  close  attention  to  class  room  comment  and  criticism,  revising  your 
answers  in  the  light  of  the  class  discussion.  Do  not  hesitate  to  differ  with  your 
class-mates  or  teacher  if  you  have  reasons  which  you  believe  are  valid. 

5.  Rewrite  neatly  in  inK  succinct  answers  to  the  exercises  in  your  books  on 
the  blank  pages  facing  the  questions.  Insert  additional  blank  pages,  if  necessary. 
Leave  a  margin  of  one  inch  at  the  left.  The  books  will  be  handed  in  for  correction 
and  grading  from  time  to  time. 

II.  Correction  Marks. 

The   following);  symbols  will   be  used  by  the  teacher  in  correcting 
the  exercises. 

X     Your  statement  is  incorrect. 

Q     The  statement  you  make  is  questioned  or  is  open  to  doubt. 

?       Your  statement  is  xague  or  your  meaning  is  not  clear. 

A      You  have  omitted  something  essential  or  your  answer  is  incomplete 
or  explanation  inadequate. 

S      The  spelling  of  the  underlined  word  is  wrong. 

G     Faulty  grammar. 

III.  Readings. 

1.     Always  read  your  texts  first. 

'1.  Next  read  some  of  tlie  assigned  reference.5.  Try  to  keep  to  the  same  refer- 
ences in  your  reading  throughout  the  year,  but  at  least  get  an  anjuaintance  with  all  the 
references.     The  current  references  will  be  found  on  tiie  reserved  shelf  in  the  Library. 

?>.  Make  yourself  familiar  with  the  modern  periodical  literature  of  economics. 
Brow.se  througli  tlie  current  magazines  during  your  ^pare  hours.  Especially  to  be  re- 
commended are  American  Economic  Revikw,  Economic  Journal,  Journal  of 
RoMTicAL  Economy,  and  Chinese  Social  and  Political  Science  Review. 

4.  Test  critically  economic  statements  you  come  across  in  the  newspapers, 
magazines,  and  books  you  read.  Write  down  difliculties  or  siitements  you  do  not 
understand  and  consult  with  your  teacher. 

5.  Keep  a  careful  list  of  the  readings  done  and  hand  in  each  week  on  the  form 
provided. 
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